et! 


Gladys D’Souza, rscj 


ee 
CONTENTS 

Introduction 1 
1—Before the Advent of the British 5 
uc 
| 18 

| 

| 

| 
dia 34 


ferred 
\Capitalism 


inism 


60 


aod, 


I 
SS ee 
Note: To provide more comprehensive and clearer study of 
these topics, we have decided to publish ‘British Rule”, 
"The Independence Movement”, ‘'Castes in India Today”, 
and ‘Classes in India Today” as separate booklets. 


a 


a See 


COMMUNiT. pes ‘er 


wn 
NITY HEALTH CEI 
Cie ~engalore-560034 
India 


British Rule 


Sr. GLADYS D'SOUZA rscj 


Introduction 


Three decades of freedom and yet the startling poverty and 
inequality hits you in the eye. The poverty, the inequality, is 
not merely startling; itis growing! Some point the accusing 
finger at the apparent cultural backwardness and lack of 
incentive; others at the population explosion, or at the lack of 
capital and technology or even the corruption and the Oppor- 
tunism of politicians; still some others groan over the evils of 
British rule. To the last, one does meet the retort even today: 
but hasn't India been free of imperial control long enough to 
determine her own pace of development ? The British and the 
evils Of imperialism surely cannot be made the scapegoat of 
the failure of independent India to eradicate poverty |! 


This “present’’ that challenges everyone — be it the policy 
maker, or a development worker in the field, or the Ordinary 
citizen caught in the struggle for. survival — calls for a 
thorough and accurate understanding of its nature, its nuances 
and its potential. The realization has been growing, especially 
in recent years, that a thorough grasp of the totality of the 
present demands a close study of its origins. Thus, this 
historical review of the British in India focusses on the British 
‘development’ of India. Every set of policies and programmes 
competing for acceptante is based on its Own particular 
understanding of the nature of the British impact on India and 
the nature of the structural weakness that emerged aS a result 
of the interaction between the indigenous socio-economic 
Structure and British Imperialism, 


It would be interesting to review, in this light, the develop- 
ment efforts in the previous decades. Re-read, for example, 
the introductory chapter of the First Five Year Plan, entitled 


2 
“The Problem of Development’’,’ which contains no reference 
to colonialism or to the inherited colonial structure of the 
economy and society. Consequently, the task of development 
did not include an active negation of the colonial structure, 
nor the delinking of the colonial economy from that of Great 
Britain. Moreover, the importance ascribed to foreign capital 
in the process of capital formation and development is of 
significance as it further reveals a lack of awareness of the 
role played by foreign capital in the structuring of the Indian 
economy.” The only danger that has been indicated is that of 
foreign capital limiting “‘the country’s ability to take an 
independent line in international affairs.’"*> While the political 
implications of foreign capital were seen as important, 
economic consequences were apparently not. The role of the 
state in economic development was strongly emphasised. 
This was largely prompted by the conviction that the full 
thrust of developing the indigeneous economy, once controlled 
and arrested by colonialism, would only be launched if state 
power were fully controlled and directed by indigeneous forces. 


Questions that have consequently emerged in recent years 
demand an identification of : 


the economic, political, social, cultural and intelle- 
ctual forces retarding economic development before 
1947; 


the way in which these forces have evolved in post 
independent India. 


.. the significant inter-relationships between these 
forces. 


In other words, the central question raised is: what was 
their history ? 


To say that history is both a record and interpretation of 
events admits of differing interpretations and assessments of 
historical events. These differences need to be clearly distin- 
guished because each set of interpretations has its own base, 
logic, interests, its own identification of problems, and its own 
set of solutions. The differences have been broadly labelled 
according to their principal contradictory positions : imperialist 


1. ° The First Five Year Plan’, Planning Commission, Govt. of India, 1952. For 
more on this critical assessment of the FYP |, see the Presidential Address on 
“Colonialism and Modernization’ by Bipin Chandra, delivered at the 32nd 
Session of the Indian History Congress, Jabalpur, 1970. 


2. ibid., pp 26, 473-8. 
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and anti-imperialist. These distinctions are not normative. They 
ere rather expressive of the bias of interpretation, and it is on 
this count that anti-imperialist, as opposed to imperialist, is 
argued to be more Correct than nationalist. ‘Imperialism’ is 
not the opposite of ‘nationalism’, nor is ‘national’ the opposite 
of ‘objective’, and the identification of these positions is no 
index to prove or to disprove the validity of the approach. It 
merely helps to assess the nature of the bias. How has 
history been written ? What are the explanations offered for 
historical situations ? Which are the situations that have 
been recorded and which have not been? What changing 
factors have influenced the changing selection, the recording, 
and the interpretation of events ? This, then, is the task of 
histriography. 


Here is a significant comment—made in 1934—on the 
histories of India which is worth some reflection in the light 
of what has been discussed. 


“Of general histories of British India, those written a 
century Or more ago, are with hardly an exception, 
franker, fuiler and more interesting than those of the last 
fifty years. In days when no one dreamed that anyone 
would be seditious enough to ask really fundamental 
questions (such as ‘What right have youto be in India at 
all?’) and when no one ever thought of any public but a 
British one, criticism was lively and well informed, and 
judgement was passed without regard to _ political 
exigencies. Of late years, increasingly. and no doubt 
naturally, all Indian questions have tended to be approached 
from the standpoint of administration: ‘Will this make for 
easier and quieter government ?’ The writer of today 
inevitably has a world outside his own people: listening 
intently. Touchy as his own people and as swift to take 
offence. ‘He that is not for us, is against us.’ This 
knowledge of an overhearing, even eavesdropping public, 
of being ‘in partibus infidelium,’ exercised a constant silent 
censorship, which has made British Indian history the 
worst patch in current scholarship.’ 


History then must make its own distinctive contribution to 
the search for alternatives in development in that it must 
uncover the past in order to understand the Present so as to 
lead to a progressive future. Man makes history. Whatis 
the history that he will make of the future ? To the degree 
that the history of the past is identified, will the potential of a 
radical future be recognised and the history of the present be 
directed to that good. 


4, E, Thomes & G, T. Garratt, ‘Rise and Fulfilment of British Rule in India’, 1934 
p, 655, j 


Aim and Scope of this Study 


This brief review will study the recasting of the Indian 
economy under British rule into a colonial economy, into a part 
Of world capitalism — a single world system of which the 
colonial economies are an integral part. To concentrate on 
the domination of India as an aspect of the development and 
expansion of British capital would be to miss the crucial 
feature of modern capitalism—the domination of the world 
economy by the advanced countries of Western Europe and 
North America. The central fact to be grasped in all its 
fulness is that this colonial integration is a basic characteristic 
of modern capitalism. This colonial integration organically 
links two Countries: the metropolis and the colony, so that both 
participate together in a common world economic system but 
with diSsimilar consequences for each. The same social, 
political, and economic process that produced industrial 
development, social and cultural progress in Britain also 
produced and maintained economic underdevelopment, social 
and cultural backwardness in the colony, India. 


Colonial integration generated a special pattern of moder- 
nization, making the colony modernized, yet underdeveloped at 
the same time. The peculiarity of this specific pattern of 
modernization lay in the fact that there was no radical change 
in the basic mode of indigeneous production or in the relations 
of production. The very retention of these semi-feudal forms 
in the colonial economy led to a development of a specific 
nature which has come to be known as ‘underdevelopment’ in 
so far as it militates against the very development of the 
colony in its symbolic relationship with the imperial economy. 
The development initiated is lopsided, uneven, polaristic. 


The degree of underdevelopment or backwardness and the 
potential for development (the ray of hope) are determined by 
the level of the integration and colonial modernization. 
Colonial modernization did not extend only to the _ Indian 
economy, but to the social, political, administrative, and cultural 
levels thereby producing a real ‘cultural revolution’’ to sustain 
the socio-economic transformation. Further, it did not 
penetrate the totality of every level. It touched only certain 
sections thereby creating the phenomenon of Unequal moder- 
nization, unequal development within the colonial entity. 


This phased recasting and subjugation of the Indian 
economy will be studied in four stages. Each stage of 
subjugation will be studied as response to a specific need of 
the Imperial economy — as a function of a developing Imperial 
capitalist economy. While the specific form and nature of 
subjugation in each stage is reviewed, attention will be 
focussed On the measures adopted to achieve the set goal. 
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i) From the advent of the British as pure traders to the 
conquest of Bengal and the acquisition of the Diwani of 
Bengal; 


ii) The East India Company (E.I.C.) rule until the Charter 
Acts of 1813 and 1833; 


iii) Crown Rule in India until the First World War; 
iv) 1914 until Independence in 1947. 


Two factors will be kept constantly in view: first, the 
mode of extracting the surplus (or to use a more known term 
today, the form of exploitation) at each stage; second, the 
nature of British imperialism, its policies and impact which 
was itself subject to change as the British economy was 
transformed under the impact of the Industrial Revolution. 
The basic character of British rule was not the same all 
through these four stages. 


1. Before the 
Advent of the British 


Pre-Colonial India 


A brief review of the pre-colonial! situation in India would 
help to identify and to assess, by contrast, the processes 
Introduced or intensified by the British in terms of their impact 
on the economy. What was the nature, the extent and the 
mode of extracting the surplus in pre-colonial India? For what 
was the extracted surplus used and with what effect on the 
economy? What were the mechanisms by which the British 
colonizers transformed the existing economy after their 
acquisition of power? Knowledge of the pre-colonial past will 
help to assess the role of colonialiea Did it develop, or rather 
underdevelop India? 


There are two projections of pre-colonial India. Oneis 
that of Marx in ‘‘Capital’’.’ The village community, he 
explained, was aé self-sufficient enclosed unit organised on a 
communal basis with land held collectively. Each household 
was allotted specified units of land which changed hands 
periodically to ensure equity in landholding rights. Rent 
assessments were made, noton the land, but on the produce 
and on the village as a single unit. The rent was paid in kind. 
Production, agricultural and non-agricultural, was essentially 
for the direct use of the COmmunity and not for the market. 
The village unit was an inter-locking structure of economic 
inter-relationships based on the mutual exchange of surpluses 
and services. Marx listed a dozen service personnel who were 
maintained at the expense of the whole community in exchange 
for their services. To ensure the smooth working of this 
system, with its delicate balance between agriculture and 
industry, was an in-built institution of hereditary castes. This 
unalterable division of labour served both to check social 
mobility while also assuring a secure livelinood to each 
household. 


These Self-sufficient communities reproduced themselves 
in the same form either when they were destroyed or when an 
increase in the population encouraged the foundation of a new 


1. Voll, Ch. XIV, section 4, 


7 


community On unoccupied land of which there was a fair 
abundance. They were marked by an unchangeableness that 
strongly contrasted with the ‘‘constant dissolution and 
refounding of Asiatic States, and the never ceasing changes of 
dynasty.’” The stable social equilibrium was ascribed to the 
absence of private property which precluded the rise of 
classes and class conflict. 


This concept of the pre-colonial societies in India has been 
increasingly contested in recent times in the light of more 
intensive studies made on Moghul society.* The Indian village 
community is now seen as a mechanism for the exploitation 
of the lower strata of the peasantry and of the village 
labourers by the upper strata. A certain degree of stratifi- 
cation is claimed to have existed within the peasantry. Apart 
from communal landholding rights which extended to waste- 
lands, pastures, and escheated lands, were private landholding 
rights which forged a three tier Stratification within the 
peasantry. There were the “full-fledged members’’ of the 
community who had private landholding (not property) rights 
entitling them to till their hereditary plots, to retainthe produce 
for personal use after the payment of taxes, and even to 


sell their hereditary land ‘“‘within the definite limits 
of communal landholding rights’’ to the’ other full- 
LORS AAS ara) ee 

2. ibid. 


3. For further study of this school of thought, see for example, 


Irfan Habib, ‘‘Potentialities of Capitalist Development in Mughal India’’, Journal, 
of Economic History, March, 1969, 


“Technological Changes and Society—13th and 14th Centuries’, Presidential 
Address, Med. Indian History Congress, Varanasi, 1969, and 


“The Technology and Economy of Mughal India’, The Dev Raj Chanana 
Memorial Lectures, Delhi, 1970 (Mimeographed) : 


Hameeda Khatoon Naqvi, ‘‘Rebellions during the Reign of Akbar’, under 
publication in Medieva! Miscellany, Aligarh: 


Ashim Das Gupta, ‘‘The Merchants of Surat—c 1700-1750-in “Elites n South 
Asia’, E, Leach & S.N. Mukerji (ed), Cambridge University Press, 1970; 


A. 1. Chicherov, “Indian Economic Development in the 16th-18th Centuries”, 
1971; and 


Hiroshi Fukazawa, “‘A Note on the Corvee System (Vethbegar) in the 18th 
Century Maratha Kingdom’’, Hitotsubashi Journal of Economics, Vol ll No, 2, 
Feb 1971, pp, 1-10. 
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fledged members of the community. This group, called 
Zamindars by the Moghul clerks, formed the bulk of the 
community and belonged to the higher castes. Next were 
those who were not full-fledged members of the community — 
the cultivators and artisans — who paid their dues to the 
Zamindars and were thus exposed to the possibility of exploi- 
tation as various rates could be imposed on them to make up 
the total revenue demanded from the village as a whole. 
Lastly, were the khud — khast labourers who were hired 
labourers receiving fixed wages either in kind or in cash for 
their workin the fields. Those who organiSed khud-khast 
labour appropriated the gross produce of cultivation. These 
labourers were a huge group of landless labourers who were 
engaged to work in the fields in return for their bare needs of 
subsistence. The existence of this large class of labourers, 
in conditions of land abundance, did not result, initially or in 
the main, from any failure of peasant cultivation. They were 
the product of a social structure maintained by custom and 
force, 


Of the revenue collected, a part was claimed by the King 
while the rest was assigned to the officers and nobles (instead 
of, Oras a supplement to, their personal pay), and for the 
maintenance of military contingencies. These were the 
jagirdars. For all practical purposes, it was this group, 
absorbing the agricultural surplus, that formed the ruling 
class,—a class that contained a considerable foreign element 
in it with no local roots whatever. Constant transfers of 
jagirs, intended to check any insertion and close links with the 
people, had its own impact on the collection of revenues. 


The jagirdars were not interested in skillfully calculating 
and sustaining the potential of the peasants to pay gradually 
increased amount of revenues Over a period of time. Such 
long-term planning and considerations were sacrificed for 
immediate gain as a practical option in the face of constant 
and rapid transfers. Consequently, the gradual pressure on 
the zamindar’s share of the surplus reduced him to no more 
than a revenue collecting official. 


The payment of the revenue was in cash—a phenomenon 
that was widespread itn Northern India in the 16th century 
although there were some local exceptions. In certain areas 
there was a shift to a collection in kind. Even as early as the 
mid 16th century, the stipulation to pay the revenues in cash 
during a period when there was an inadequate supply of 
money in circulation, compelled the peasant to turn to the 
money-lender. Alongside of this integration of the money- 
lender into the village economy, was a growing link between 
the peasant and the market. The extraction of the surplus in 
cash and the sale of the surplus, when collected in kind, 
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created the conditions of a market which had its repercussions 
on agricultural production. There is evidence of a shift to 
high grade and cash crops: from coarse grains to wheat, 
cotton, Sugar-cane, indigo, poppy, tobacco. The Emperor and 
the princely nobles also introduced orchards not merely for 
consumption but for the market as well. Moghul orchards, 
still preserved in many parts of Kashmir and Himachal Pradesh, 
suggest the extent of fruit cultivation for the market. As cash 
crops required larger investments and involved greater risks, 
it is apparent that competition from the poorer cultivator was 
unlikely. 


The “unchangeableness” of the Indian village economy is 
contested in the light of such considerations of the forces 
which led to a gradual economic differentiation. Disintegra- 
tion, it is indicated, was already afoot, precipitated by the 
deepening inequality in landholding rights, and aggravated by 
the spread of monetization and market production which 
gradually eroded the group of full-fledged landholders. The 
introduction of British rule and the change in the land revenue 
System in the late 18th century accomplished its final destruc- 
tion. But if the “unchangeableness” of the Indian village is 
claimed untenable there is no reason to believe there was 
anything like a land market in Moghul India and this accounts 
for the nature of the stability that characterised the village 
economy. Further, if the growing extraction of revenue is 
indicated as _ contributing to the impoverishment of the 
cultivator, it should be remembered that the Surplus extracted 
remained within the total Moghul economy. A fair percentage 
of the collected revenues was invested in the improvement and 
the expansion of roads which aided trade as it did the security 
and the expansion of the Moghul realm. Revenues were also 
invested in the maintenance and the building of irrigational 
canals which were the responsibility of the government. This 
arrangement together with the proportionate reduction of 
revenues in times of famine protected the individual and the 
village as a whole from the escalating poverty that developed 
during British rule. 


To conclude : 


Though certain strains were operative as a result of the 
collection of revenues in cash and the market situation it 
necessarily created, the economy can hardly be described as 
monetized, nor can the economic and social! differentiation of 
Moghul India be considered a parallel to that which marked 
British India at the end of the 19th century. 


10 
Europe: Emerging capitalism 


What was the situation in Europe during this period? 
Between the 11th and 15th centuries there was a growing 
accumulation of money capital in Europe in the hands of an 
emerging class of merchants, especially the Italians, through 
Overseas trade in luxury products. The reason why overseas 
trade was confined to luxury articles needs to be well 
understood as the choice of luxury produets was a necessary 
one for two significant reasons. The scope for retail or even 
Wholesale trade in basic necessities was limited. Besides, 
the luxury products were intended for the possessing feudal 
classes who alone had the purchasing power derived from the 
Surplus product which they extracted from the cultivating 
serfs. The merchants were aware of the fact that it was Only 
a luxury trade with feudal landowners that could transfer part 
of that surplus to themselves. Maximum profits, at the 
expense of the noble consumers, required that the merchants 
acquire a monopoly both as wholesale purchasers and as 
retail sellers of luxury goods. The chief characteristic of 
merchant trade is that “it consists in a transfer of wealth, 
pure and simple: what one gains the other loses in absolute 
value.”"" Commodities are bought as cheaply as possible and 
sold for a higher price without being subjected to any further 
process Of manufacture. A good illustration of these profits 
can be seen in the difference between the purchase and the 
sale prices of the French East India Company in 1691.° 


Purchase Price Sale Price 
White cotton cloth and muslin £327,000 f 1,267,066 
Pepper (100,000 Ibs.) £2 7GOO0 i 101,000 
Saltpetre ot 3,000 2 45,000 


A thorough grasp of these implications of monoply trade is 
necessary to understand the struggle of the West European 
merchants to break the monopoly of Venice and Genoa and 
the Arabs over the trade with the East. The six century long 
glory of the Byzantine Empire was based on its exclusive 
monopoly over the silks and the spices of the East. It was 
the capture of Venice that sounded the knell of Byzantine 
power. The initiative, the daring and investment made in the 
scramble for alternative trade routes and the discovery of new 
lands, new markets and new sources of precious metals which 


4. Ernest Mandel, ‘Marxist Economic Theory’’, Merlin Press, London, 1974, p. 84. 


5. ibid., p. 109. 
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were needed to augment the stock of bullion so vital for trade, 
were but an expression of West European determination to 
achieve the coveted advantages of monopoly. The influx of 
bullion caused a price revolution in 15th and 16th century 
Europe, ruining the rich nobility as well as the wage earners 
While profiting the merchant capitalist. 


European piracy and brigandage were important factors 
in the primitive accumulation of capital for trade in the 15th 
and 16th centuries. The grave shortage of capital in England 
in 1550 was balanced off by the pirate expeditions against 
the Spanish fleet. These expeditions were organised in the 
form of joint stock companies. Drake’s first pirate expedition, 
in the years 1577-1580, was launched with a capital of 
£ 5,000 which yielded a net gain of £ 600,000.° Board 
estimated that the pirates introduced approximately £ 12 
million into England during the reign of Queen Elizabeth.’ 


Other joint stock companies that came into existence with 
charters granting monopolies were the Ooost Indische 
Companies in the Netherlands; the East India Company and the 
Hudson Bay Company in Great Britain: the Compagnie des 
Indes Orientales in France. 


An important feature of the overseas trade in the 17th and 
18th century was the effective combination of slave trade 
with the trade in luxury goods. This helpedtoraise the needed 
bullion. It is essentially contradictory to the very system of 
merchant capitalism to part with the precious metals which 
are considered the only real wealth of the country. The 
purpose of trade was to secure a net favourable balance in 
terms of precious metals. This explains the dynamics of the 
ingenious triangular trade of the merchant companies: 
commodities for slaves, slaves for bullion, bullion for luxury 
commodities. In this way Eastern luxury commodities were 
purchased with a minimum loss of bullion to the economy. 
Profits realised were enormous. Between 1636 and 1645 
the Dutch West India Company sold 23,000 blacks for 6.7 
million florins whereas the goods given in exchange for each 
slave were worth no more than 50 florins. ° An investment of 
50 florins in a single slave yielded a return of 241.3 florins, a 
net gain of 482.6%. Between 1728 and 1760 ships sailing 
from Le Havre transported to the Antilles 203,000 slaves 


6. W.R. Scott, “The Constitution & Finance of English, Scottish and Irish Joint 
Stock Companies to 1720”, Vol |, p. 17. 


7. &. Mandel, op, cit., p. 108. 
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bought in Senegal on the Gold Coast. The sale of these slaves 
brought in 203 million livres!® 


As the above figures indicate, there was a rapid expansion 
of overseas trade in the 17th and 18th centuries. Extensive 
markets developed in Europe, no longer for exclusive luxury | 
products, but for products needed in day to day living. These 
markets were fed by an overseas system created to produce 
these commodities—a production system which was created 
essentially by the conquest of colonies. Europe was caught 
up in a revolution, second in importance perhaps only to the 
metallurgical revolution—the commercial revolution. Whereas 
in 1650, pepper had formed a third of the goods sold by the 
EIC in Amsterdam, by 1780 it was no more than a Fe ey AZ 
Textiles, tea, and coffee formed 56% of the total volume of 
trade.” Similarly, furs were no longer the typical commodity 
from Eastern Europe. Wheat, linen, iron, hemp and timber 
were the characteristic imports. This commercial revolution, 
Which quickened the pace of the accumulation of capital by 
the big merchants, created one of the conditions for the 
development of capitalist industry. 


These facts on the nature and development of merchant 
capital in Europe throw into better perspective the exploits of 
the EIC in India as part of that overseas system created to 
produce for the European markets, both luxury articles as well 
as a broader range of utility goods. Colonialization which 
followed on the heels of the initial overseas trade was a 
process—response to the evolving needs of Europe in its 
mercantile phase of capitalism. 


8. J. Kulischer, ‘Allgemeine Wirtschaftschichte”’, Vol Il, p. 266, quoted in 
E. Mandel, op. cit., p. 109. 


9. E J. Hobsbawm, “The Pelican Economic History of Britain’’, Vol. III, ‘Industry 
and Empire’, p. 52, ° 


il. British Presence in India 
The first phase: EIC Trades: 1600 - 1757 


The East India Company was founded in 1600 receiving 
its first Charter from Queen Elizabeth with a Capital of 
£70,000 and the authorization to export an annual value 
of £ 30,000 in silver, gold and foreign coins. The quest of the 
EIC was bullion and markets. It sought a steady supply of 
Indian manufactures and crafts. the value and variety of 
Which they knew would yield rich dividends in the markets of 
Europe. This comment suggests how much the European 
consumer appreciated the proficiency and the achievements of 
the Indian craftsmen. 


“The Indian taste in decoration is in the highest degree 
refined. There is no waste on ornamentation... nor is there 
any lavish expenditure of ornament which so often 
purchased S/fOwW at the expense of comfort.’ 


The chief Indian industry was textile handicrafts. The 
calicos and corahs of Bengal were as popular as the muslims 
of Dacca. Among the fine cotton fabrics, those sustaining a 
demand were the chintzes of Lucknow, the silk-embroidered 
cloths of the Central Provinces, the fine flowered brocades of 
Benaras and Ahmedabad, as well as the two colour double 
woven fabrics of Poona and Yeola’. Among the woollens, the 
exquisite shawls of Kashmir and Punjab held a tremendous 
export value. Metal work was also of high quality: the brass, 
copper and bell metalware of Benaras; the damascend work 
of Cutch, Sindh, and Punjab; the enamelled jewellery of 
Rajputana; as also bidri work and stone carving. 


India’s foreign trade was well and extensively developed in 
the 14th and 15th centuries. There were two large areas of 
trade in India—the markets along the West Coast of India and 
markets along the East Coast of India. Bengal was one of the 
regions that had for centuries well established trade links with 
countries of the Far East, S. E. Asia, the east coast of Africa 
and the Middle East, and through the latter with Europe. In 


1, J.R. Watson, “The Textile Manufacturers and the Costume of the People of 
India’, 1867, p, 5. 


2. The Calico Museum at Ahmedabad is worth visiting It has a very beautiful 
collection of textiles dating back to the 12th century, which gives a vivid idea of 
what de-industrialization must have been. 
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the 14th and 15th centuries, fabrics, silks and agricultural 
produce were Bengal’s chief exports while spices, gold and 
other metals were the principal imports. The ports of the 
Coromandel Coast had traditional links with Persia, Arabia, 
the East Coast of Africa, the Archipelago, Pegu and China, 
They sexported the famed Golconda cottons, cotton thread, 
iron, steel, agricultural produce and imported gold and silver 
from Africa, Pegu and China; horses from Arabia; spices and 
metals from the Sundas and the Moluccas: silk from China. 
Extensive trade with foreign states was also carried on from 
the major ports of Sind, Gujarat, Konkan and Malabar. 


India, then, with the range and value of its exports and its 
trading orientation, was of great importance to the English 
merchants and to England in the era of merchant capitalism. 
An important reason why Indian goods found aready market 
in Europe was the low quality of European commodities as 
Well as the low level of production in Europe prior to the 
Industrial Revolution. While the English merchants found sales 
no problem in their home markets, they did find a problem in 
securing goods from the Indian merchants. This difficulty was 
resolved on two levels: humble entreaties to the sovereign rulers 
tor trading privileges and the permission to erect factories and 
trading posts at several places; variouS measures to counter 
their financial inadequacies. 


In the first half of the 17th century, the EIC obtained leave 
to found factories and trading posts in Gujarat (Surat, Broach, 
Ahmedabad); in Agra; on the Coromandel Coast (Masulipatam, 
Armagaon); in Orissa (Harharpur, Balasare). In the 1650s and 
1660s they set up factories in Bengal (Hooghly, Kasimbazar, 
Dacca); in Bihar (Patna); Karnataka (Bijapur) and in Bombay. 
Firmans (decrees), permitting duty-free trade, were obtained on 
payment of certain sums in cash to the rulers of the Moghul 
Empire, and of other states. 


Lacking adequate purchasing power, the English merchants 
failed to offer their Indian counterparts competitive bids. So 
they adopted various measures to build the needed capital. 
One of these was the practice of advancing as much as 50% 
of the stipulated sum in the form of goods, especially woollen 
fabrics. Another was the system of intra-Asian and intra-Indian 
trade adopted to raise capital. Indian goods, sold by the 
English in the Moluccas, yielded a profit of 300% while South 
Indian spices were sold by them in Surat at a price ten times 
the original price.’ The Company a!so resorted to a taxation 
on the local population in its fortified towns euch as Calcutta, 
Macras and Bombay. Yet another solution was the triangular 


3. Chicherov, op. cit., p. 122. 
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trade established with Africa whereby the sale of African 
slaves to planters in the Americas provided the bullion for the 
purchase of Indian manufactures. Knowles has madea very 
significant observation: 


“The English trade with India was really a chase to find 
something that India would be willing to take, and silver 
obtained by the sale of slaves in the West Indies and 
Spanish America was all important in this connection.’ ‘ 


Obtaining the desired commodities was yet another 
problem as the English merchants were ignorant of the local 
languages and the dynamics of the local markets. They were 
consequently left with no other alternative than to adopt the 
existing ‘“dadan or dadni system’ whereby money advances 
were made to the middlemen who procured the desired goods. 


The manufactures once secured, yielded high returns to 
investment. Note the profits of the company’s trade: In 1620 
a piece of cloth bought in India for 7 shillings was sold in 
England for a pound — at a profit of 300%. A pound of 
cloves or nutmeg bought in India for 8 or 9 pennies was sold 
in England at 6 shillings, a profit of 800 to 900%! It was 
thus that the merchant capitalists in England, especially after 
the bourgeois revolution in England in the 1650s, transferred 
to themselves the agricultural surplus accumulated by the 


feudal lords. What is of significance in this transfer or 
circulation of wealth is that it did not lead to a productive 
enrichment of society as a whole. It did not lead to an 


increase in the total wealth of Society and was, therefore, 
“sterile from the global point of view.’’® This very characteri- 
Stic of merchant capitalism ultimately creates the necessity 
for its own destruction after the Primitive accumulation of 
capital for the emergence of a more Productive form of 
capital—industrial capital. 


This massive accumulation of commercial! capital would 
not have been possible if it were an Ordinary trade in which 
various individuals and companies participated. Competition 
had to be effectively checked — be it from other English or 
European traders or from Indian merchants as well. In vain 
were various economic and political means, including bribery, 
used in England to persuade the East India Company to extend 
to the other merchants the monopoly of the right to trade with 
India. But British laws were ineffective against the competi- 


4. L.C. A. Knowles, ‘’Economic Development of the Overseas Empires’’, p. 74, 
5. Chicherov, op cit., p. 22. 
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tion of other nations. War was to be the Only solution to 
Safeguard the company’s monopoly and for this the EIC was 
forced to maintain a powerful navy. 


English efforts to check the competition of the big Indian 
merchants was most challenging in this period when the 
company had not yet the political power that was later used 
to Sweep aside all obstacles. Efforts to combine humility and 
diplomacy with force in the 1 7th century often met with stern 
reprisals from the Indian rulers. An attempt to fortify the 
factory at Surat in 1625 was met with the imprisonment of 
the high ranking officials of the Company. Piratical attacks 
On Moghul shipping resulted in the imprisonment of the 
President of the Company and his Council who were released 
only on the payment of Rs. 18,000. Military pressure, used in 
the capture of Hubli in 1686, led to the expulsion of the English 
merchants by the irate Aurangzeb. <A policy of compromise 
and tolerance, however, was adopted by the Indian rulers in 
view of the profits (precious metals — India had its own 
impressive quantum of merchant capital) accruing from the 
trade with the English as well as the fear of hostile attacks on 
Indian ships trading with the Middle East, Africa and S.E. Asia. 
There was a certain subtle collaboration between the Moghuls 
and the British — each had particular interests to develop and 
protect. But contradictions became apparent when the 
British tried to expand their interests.’ 


The Company merchants did effect a monopoly over the 
Indian goods they procured in their own subtle way. They 
founded “‘companies’”’ of local merchants and made contracts 
with them by which each participating merchant was bound 
_ to procure a quantity of goods in accordance with his “‘share’”’, 
A record of the EIC’s factory at Masulipatam cites a 1678 
contract with local merchants to “‘secure their weavers that 
they may not be seduced by the Dutch’’!® 


Once the security of monopolies was gradually established, 
the trade with India expanded steadily, The export of Indian 
fabrics grew considerably during the first half of the 17th 
century during which time the procurement centres were 
mainly Ahmedabad, Cambay, Broach and Surat. Between 
1614 and 1625, the export of pieces of cloth increased 
thirteen-fold. After the bourgeois revolution in England there 
was a much greater expansion of trade. Between 1658 and 
1681 about 70% of the ships sailing from England to the East 
were destined for Indian ports while 88% of the total freight 
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for the East went to India.’ Again, 64% of the money exported 
from England during that period went to purchase commodities, 
mainly cloth, in Golconda and Bengal. Commodity exports 
rose steeply in the seventh and eighth decades.’® Here are the 
money allotments for the purchase of goods in Bengal: 


Between 1669-1672 : £ 30,000a year. 


In 1674 f° 65.000 = 
Between 1675-1676 : £ 90,000 F 
In 1678 r £.100,000 es 
In 1681 - 82 = £230,000 st 


The drain of bullion from England to India in this period 
should not be overlooked. It is important to note that a 
number of regions in India, notably Bengal, Golconda, and 
Gujarat had a favourable foreign trade balance. The constant 
excess in terms of value of exports over imports created a 
favourable influx of precious metals which settled mainly 
with the ruling lords and merchants. Exaggerated importance 
however, should not be given to the trade with Europe in the 
17th and 18th centuries although it did play a major role in 
developing the market for crafts. The volume of Indian trade 
with the Asian and African countries was much greater than 
Indo-European trade. . 


To conclude: 


Britain, in its merchant capitalist Phase, found in India its 
quest for bullion and competitive commodities amply satis- 
fying. As mere Company foreign traders, inferior to the Indian 
traders in their purchasing power and range of trading 
commodities, the EIC adopted a twin policy of both humble 
request and violent piracy on the Indian seas and the coastline. 
As both the Indian and British counterparts saw the benefit of 
mutual exchange as well as the danger inherent in the power 
of the other, there was an overal| policy of mutual tolerance 
together with a strategy of coercion. It was a balance to be 
struck between equals — both politically independent of the 
other! 


But as monopoly is essential to merchant capital, war 
ultimately becomes the necessary medium to create it. 
Hence, the shift to political tactics to Capture the source of 
bullion and commodities of high commercial value both from 
other European rivals and from the native Competitors. The 
era Of privileged guest—traders was to change to an era of 
politically stabilized ruler-traders. 


ee 
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The second phase is marked by an important event which 
proved a turning point in the EIC’s relations with India: the 
conquest of Bengal in 1757 followed by the acquisition of the 
Diwani of Bengal in 1765. The consequences of Plassey in 
England need to be studied alongside the consequences of 
Plassey in India. What impact did the gains of Plassey have 
on the English economy ? What conflicts and contradictions 
did it generate in the course of greater economic development? 
What impact did the loss of Plassey have on the Indian 
economy ? With the transfer of power to the alien rulers how 
was a revenue system fashioned to serve the growing financial 
needs of an expanding economy in Britain? How did the 
ruler-trader operate ? What alternations in the production 
pattern were deemed necessary to sustain an adequate 
response to commercial expansion in Europe ? The new 
revenue, the trading and the production systems introduced, 
drained Indian resources substantially. The strong reaction 
both in Britain and in India, to the extent and the mode of this 
drain led to the introduction of certain administrative reforms. 
Each of these reforms had its own specific role in the system- 
atic, phased adaptation of the colonial economy to the needs 
of a colonizing country rapidly industrializing itself. 


Consequences of Plassey in England 


The victory of Plassey fulfilled a triple function. It marked 
the beginning of political power in India; it injected a mass of 
money into England; and, above all it set this bulk of money in 
motion within the British economy. In 1759, the Bank of 
England issued for the first time £10 and £15 notes. Prior to 
this, during the sixty years of its existence, the smallest note 
issued was £20, a note too large for quick circulation and 
‘which rarely travelled far from Lombard street.” 


Other significant changes followed. The following 
decades witnessed a Spurt of inventions. In 1760, the flying 
shuttle appeared and coal began to replace wood in smelting. 
In 1764, Hargreaves invented the Spinning Jenny; in 1765, 
Watt the steam engine, patented in 1769; in 1769 also came 
the water frame of Arkwright, followed by his patents in 1775 
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for carding, drawing and spinning machines; in 1779 the mule 
of Crompton; in 1785 the powerloom of Cartwright and in 
1788, the steam engine was applied to blast furnaces. 


That there was such a quick succession of inventions is 
indicative of the fact that the social conditions were ripe for 
them. Dr. Cunningham, a_ prominent English industrial 
historian commented on this occurence: 


“Inventions and discoveries often seem to be merely 
fortuitous, men are apt to regard the new Machinery as 
the outcome of a special and unaccountable burst of 
inventive genius in the eighteenth century. But to point 
out that Arkwright and Watt were fortunate in the fact 
that the times were ripe for them, is not to detract from 
their merits. There had been many ingenious men from 
the time of William Lee and Dodo Dudley, but the 
conditions of their times were unfavourable to their 
success, The introduction of expensive implements to 
processes involves a large outlay; it is not worthwhile for 
any man, however energetic, to make the attempt, unless 
he has a considerable command of Capital; and has access 
to large... markets. In the eighteenth century, these 
conditions were being more and more realised. The 
institution of the Bank of England and of other banks had 
given a great impulse to the formation of Capital; and it 
was much more possible than it had ever been before fora 
capable manto obtain the means of introducing costly 
improvements in the management of his business.” 


The windfall enjoyed by the EIC through its victory at 
Plassey and the subsequent Diwani Rights in 1765 made the 
State as well as the English capitalists eager to share in the 
gains of India. In 1767, Parliament passed an Act obliging the 
Company to pay the British treasury £ 4000,000 per year.? 
A fear also developed in certain key circles in England that the 
increased wealth of the Company, and the consequent power 
it would generate would win it a preponderent influence in the 
Government of Britain. It was felt imperative that the 
Company and its growing empire be controlled and this need 
led to the re-organisation of relations between the Company's 
authorities and the British State in the Regulating Act (1773). 
A more effective check was achieved in the Pitt's India Act of 
1784 which gave the British Government further control] Over 
the Company’s affairs in the administration of India. A 
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gradual struggle was to continue between the State and the 
industrial capitalist class, on the one hand, and the Company 
On the other, until the final curtailment of the Company’s 
trading privileges in 1813 and 1833. 


Consequences of Plassey in India 


The consequences of Plassey in India can be traced, in 
turn, in the new revenue system as well as in the trading and 
producing patterns evolved. The victory of Plassey totally 
transformed both the nature and the quantum of the Surplus 
extracted as well as the mode of its extraction. As a 
territorial power the EIC demanded a tribute. Unlike the 
tribute demanded by the Indian rulers in pre-colonial India 
which remained within the economy, this was’ siphoned into 
Britain. The tribute demand was a mechanism by which the 
surplus was drained from the country to augment the 
accumulation of capital in Britain. British capitalism which 
was entering its most vigorous phase of development called 
for immense investment in industry, trade and agriculture. As 
financial resources were inadequate and could not be raised 
by mere commerce, supplementary finance was sought for in 
the form of expanding revenues. Revenues were also needed 
for a necessary investment in war to safeguard the mono- 
polistic hold over India’s investment: 


in the colonies — the sources of bullion and commodi- 
ties 

on the high seas — the routes to these; 

In Europe — the centre of the competing nations. 


The semblance of ‘legitimate trade’ was removed and 
stark plunder asserted itself when political power was used to 
obtain products below their commercial value. While inten- 
sified trade had immediate repercussion on the quantum and 
quality of production in India, infant industries in Britain 
sought protection from the competition of Indian manufactures 
in the imposition of restrictive levies. This protectionism had 
its own specific consequences on the nature of production. 


The New Revenue System 


The administration of the Diwani by the EIC furnished 
limitless possibilities for direct plunder. As traders, the EIC 
used its newly found power to expand trade and to raise 
revenue as administrators. Until now the powerful merchants 


21 


of London, controlling the EIC, conducted a trade financed by 
the export of treasure and goods but the conquest of Bengal 
made true the dream of every merchant: to be able to buy 
without having to pay and yet to be ableto sell at full price! The 
entire revenues of the country, from which were deducted the 
maintenance expenditure of the government and the army, 
were treated as profits —“‘a clear gain for the Company.‘ 
Clive’s letter to the Board of Directors in 1765 betrays the 
“Businessman’s Government”. 


“Your revenue, by means of this acquisition, will, as 


near as | can judge, not fall short for the ensuing year of 
250 lakhs of Sicca Rupees, including your former posses- 
sions of Burdwan, etc. Hereafter they will at least amount 
to 20 or 30 lakhs more. Your civil and military expenses 
in time of peace can never exceed 6O lakhs of Rupees; the 
Nabob’s allowances are already to 43 lakhs and the 
tribute to the King (the Great Moghul) at 26: so that there 
will be remaining a clear gain to the Company of 122 
lakhs of Sicca Rupees or £ 1,650,900 sterling.’ 


This net gain was invested to produce the flow of unpaid- 


for products. The nature of this investment has been very 
Clearly stated in this report of the Select Committee of the 
House of Commons in 1783. 


“A certain portion of the revenues of Bengal has 


been for many years set apart in the purchase of goods 
for exportation to England, and this is called the Invest- 
ment. The greatness of this Investment has been the 
standard by which the merit of the Company's principal 
servants has been too generally estimated; and this main 
cause of the impoverishment of India has been generally 
taken as a measure of its wealth and Prosperity ...But the 
payment of a tribute, and not a beneficial commerce to 
that country, wore this specious and delusive 
appearance... 


006 


It is no small wonder then that the revenues demanded 


Kept On rising by leaps and bounds in order to slake the thirst 
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During the first six years of the Company’s administration, as reported in 
Parliament in 1733, £ 4,037,152—nearly a third of the revenues of Bengal— 
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of the ruler-traders and to meet the expenses of territorial 
expansion, while also building capital in Britain itself for her 
own industrialization. The revenue was demanded in cash 
and assessed on individual holdings rather than on the village 
as a unit aS was previously done. A comparison of the 
revenues exacted in pre-colonial India with those demanded, 
by the British is very thought-provoking. The actual collection 
from Diwani lands in Bengal, under the Nizamat, in 1762-63, 
was Rs. 64.5 lakhs. It rose to Rs. 147 lakhs in 1765 in the 
first year of the Company's Diwani.’ Thetotal gross collection 
for the period 1765-1771 was £ 20,133,579.° In 1793, 
Cornwallis introduced the permanent settlement, fixing It at 
£ 3,400,000 per annum. In contrast, note the much lower 
pace of enhancement set by the local rulers of Bengal.’ 


By Todar Mall’s settlement, 1582...£1,070,000... 
Rs. 10,692,152 


By Sultan Suja’s settlement, 1658...£1,312,000... 
MWSs.1i3s1 1D, 90s 


By Jaffar Khan’s settlement, 1722...£1,429,000... 
Rs. 14,288,186 


By Suja Khan’s settlement, 1728...£1,425,000... 
Rs. 14,245,561 


Such enhanced collections were rigorously collected, and 
in this the British differed again from their predecessors. The 
result was a man-made famine in the year 1769-1770. Yet 
the famine was no impediment to the same rigorous collection 
of revenue. Warren Hastings, in his report to the Court of 
Directors, dated November 3,1772, remarks onthe success of 
the collection despite problems posed by the famine. 


‘Notwithstanding the loss of at least one-third of the 
inhabitants of the province, and the consequent decrease 
of the cultivation, the net collections of the year 1771 
exceeded even those of 1768... It was naturally to be 
expected that the diminution of the revenue should have 
kept pace with the other consequences of so great a 
calamity. That it did not was owing to its being violently 
kept up to its former standard.” (!)'° 
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But these callous extortions and the misery thus caused 
provoked a controversy in England over the quantum of revenue 
exacted and the system of collection which occasioned 
arbitrary demands leading to grave impoverishment. The 
plight of the cultivator was desperate and cultivation was 
being abandoned so that a third of the Company's territory was 
no more than “a jungle inhabited by wild beasts.’ It was, 
therefore, seen necessary to safeguard the economic welfare 
of the people in order to forestall a drastic fallin the revenue. 
The controversy over the feasibility of further increases in 
revenue was won by Lord Cornwallis when he proposed a 
Permanent Settlement to safeguard cultivation. 


The victory of Cornwallis should be seen against the 
changing pattern of economic thought which should not be 
forgotten. Already, in England, a movement was gaining 
ground for the right to trade freely in Opposition to the 
monopoly rights of the merchant capitalists. A strong hint of 
this trend found expression in the appreciation of the Regula- 
tion Act of 1793 as an act in consonance with “the modern 
policy of civilised nations to permit People to profit by their 
Own induStries, instead of paralysing their industries by 
uncertain and increasing state demands." The perceptive 
British industrialist also saw the need to stabilise the 
Purchasing power of the people, as profits anda flourishing 
market are dependent on consumer Capacity. 


The proposed Permanent Settlement was but an attempt 
to obtain in the form of land revenue all the Surplus available 
in agriculture and to mould Indian agriculture to its assigned 
role in a colonial economy. The new Settlement, not only 
fixed the revenue but raised the zamindars and the revenue 
collectors to the status of a “proprietor” of the land. They 
were made complete masters of the village communities. But 
in actual fact, for all the terminology used, the Company 
remained the virtual proprietor in so far as they received the 
bulk of the collected surplus. The share of the zamindars, in 
pre-colonial times, Was no more than an eleventh part of the 
land revenue assessed on the peasant community. In 1789, 
of the total surplus of Bengal, estimated at Rs. 3.25 crores 
by Sir John Shore, the Company appropriated Rs. 2 crores." 
The zamindars were consequently, in effect, not very different 
from the hereditary revenue farmers with fixed leases. 
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The newly fixed revenue settlement caused the impove- 
rishment of the zamindars when the prices fell in 1795 and 
remained low for the next fifteen years. The fall in prices 
which kept them at roughly 65% of the level maintained 
before 1793 made collection of the taxes extremely difficult.** 
As the revenue demand of the Company could not be easily 
met, the zamindars were forced to auction their land and their 
Zamindari rights. This created the conditions of aland market 
especially in the second half of the 19th century in which 
bankers and merchants bid highest. 


The peasant cultivator also found himself in a disadvant- 
aged position. The high revenue demand and the rigid manner 
of its collection forced him to turn to the money-lender who 
became an integral part of the newly evolving agrarian system 
as wellas a powerful political and economic force in the 
country. The land market, created by the exorbitant rents 
welded money-lender, merchant and landlord into a mutually 
beneficial alliance although each basically has different 
interests and tends to operate differently. In both zamindari 
and ryotwari areas, there gradually occured a large scale 
transfer of land from the hands of the actual cultivators to the 
hands of the money-lenders, merchants, officials and rich 
peasants. This accounts for the emergence of landlordism, 
absentee landlordism, as the dominant feature of land relation- 
ship all over the country. 


It was at this period also with the transformation of the 
land into a market commodity that the process of subrenting 
developed. This led to a further gap between the new landlord 
andthe land. There was little interest in the land except for 
the rents to be regularly collected. The new agrarian relations 
developing were regressive aS a consequence, not permitting 
the development of the land. The capital from commerce 
was not really nor effectively transferred to the land. 


As aresult of these agrarian processes, there developed 
a new formation of social classes at the top and at the bottom 
of the rural social structure with the landlords, the intermedi- 
aries, the money-lenders and merchants at the top and the 
tenants, the share-croppers and the agricultural labourers at 
the bottom. The new pattern taking shape was neither 
capitalism nor feudalism, nor was it continuation of the old 
Moghul arrangements. It was a ‘new © structure’ that 
colonialism evolved—dictated into existence. But further 
probing is necessary. How really ‘new’ was this structure ? 
How did colonialism refine it to its present from ? 


13. ibid p. 27. 
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The New Trading Pattern 


With political power now concentrated in the Company, 
it was no problem to secure a monopolistic control over trade 
and production. Both sheer brute force and legal aids were 
freely used to secure the maximum goods for the minimum 
payment. The merchants were now able ’’to throw the sword 
into the scales to secure a bargain which abandoned all 
pretence of equality of exchange.‘’"* While the Company 
merchants and their agents underpaid the local producers for 
their goods, they themselvs overcharged focal buyers for the 
imported goods they sold them. Various pressures were often 
used to force these purchases on the people. The Company 
even obtained a monopoly of the goods traded in by local 
traders who were then prevented from trading in these items. 
There is the anecdote of an Armenian merchant who had been 
accused of purchasing a small quantity of saltpetre for the 
use of the Nawab. This was deemed an infringement of the 
Company's rights. The merchant was even seized and sent in 
irons to Calcutta.’® 


Brute force, used in the trade transactions, has been well 
projected by R.C. Dutt in the extracts ne has quoted from 
various sources. They sketch vivid pictures of each of the 
following: the form of trade that evolved subsequent to the 
acquisition of political power; its impact on producers and on 
the well-being of the population in general: in terms of 
production and finally the reactions of both the local people 
and the Europeans in India to this exploitation. Below are 
some excerpts from these extracts, dated 1761 — a few years 
after Plassey. 


“A gentleman sends Gomastah here to buy or sell; he 
immediately looks upon himself as sufficient to force every 
inhabitant either to buy his goods or sell him theirs: and 
on refusal (in case of non-capacity) a flogging or confine- 
ment immediately ensues. This is not sufficient even 
when willing, but a second force is made use of which is 
to engross the different branches of trade to themselves, 
and not suffer any person to buy or sell the articles they 
trade in; and if the country people do it, then a _ repetition 
of their authority is put in practice and again, what things 
they purchase, they think the least they can do is to take 
them for a considerable deal less than another merchant 
and often times refuse paying that... (as a result) Backer- 
junj, a prosperous Bengal district, is growing destitute of 
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inhabitants, everyday numbers leave the town to seek a 
residence more Safe and the very markets, which before 
afforded plenty, do hardly now Produce anything of use, 
their peons being allowed to force poor people; and if the 
Zamindar offers to prevent it, he is threatened to be used 
in the same manner. Before, justice was given in the 
public Cathcheree, but now every Gomastah is become a 
judge...” 


A letter from Mahomed Ali, collector of Dacca, to the 


English Governor at Calcutta: 


“‘The Gomastahs of Luckypoor factory have taken the 
Talookdar’s talooks from the Tahasildar by force for their 
Own use, and will not pay the rent. At the instigations of 
some people, they, on a matter of complaint, send Euro- 
peans and Sepoys, with a Dustuck, into the country and 
there create disturbances. They station chowkeys at 
different places, and whatever they find in poor people’s 
houses they cause to be sold, and take the money. By 
these disturbances the country is ruined, and the Reiats 
cannot stay in their own houses, nor pay the Malgusaree 
(rent). In many places Mr. Chevalier has, by force, establi- 
shed new markets and new factories, and has made false 
sepoys on his own part, and they seize whom they want 
and fine them. By his forcible proceedings many hants, 
gauts, and perganas (markets, landing places and fiscal 
divisions) have been ruined.’ (dated October 1762)!" 
‘'...every man with a company’s dustuck in his hand regards 
himself as not less than the company.’ (Mir Kasim’s 
letter of 26th March 1762 to the English Governor).!° 
4. They (the Company’s Gomastahs) forcibly take away 
the goods and commodities of the ryots, merchants, for a 
fourth part of their value; and by violence and oppressions 
they oblige the ryots to give five rupees for goods which 


are not worth but one rupee.’,’® 


the 


Legal aids were also used for the same end. The ruler, in 
final analysis always frames the rules of the game to his 


advantage. The Directors wished the manufacture of raw silk 
to be encouraged in Bengal, and that of silk fabrics to be dis- 
couraged. And they also directed that the silk vendors should 
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be made to work in the Company’s factories and prohibited from 
working outside ‘‘under severe penalties by the authority of the 
Government.’. (General Letter 17-3-1769)° This mandate 
had its desired effect. 


“The control under which the weaver population was 
held was not merely a practice but was legalised by 
Regulations. It was provided that a weaver who had 
received advances from the Company ‘shall on no account 
give to any other persons whatever, European or Native, 
either the labour or the produce engaged to the Company ’..., 
that on his failing to deliver the stipulated cloths, ‘the 
commercial Resident shall be at liberty to place peons 
upon him in Order to quicken his deliveries’..., that on his 
selling his cloths to others the weaver shall be liable to 
be prosecuted in the Dewani Adalat, that ‘weavers posses- 
sed of more than one loom and entertaining one or more — 
workmen, shall be subject to a penalty of 35% on the 
stipulated price of every piece of cloth that they may fail 
to deliver according to the written agreement, that land- 
lords and tenants are enjoined not to hinder the Commer- 
cial Residents or their officers from access to weavers: 
and that they are strictly prohibited from behaving with 
disrespect to the Commercial Residents of the Company.” 
(Regulation of 1793)?! 


Indian merchants suffered another handicap. While the 
Company’s traders went untaxed, they were subjected to the 
regular tolls which were even demanded by the Company’s 
agents. In vain did Warren Hastings and Verelst during their 
terms of office, attempt to come to an understanding with the 
company’s servants on this issue. The Nawab finally sacri- 
ficed his own rights to revenues by abolishing all tolls in his 
area in order to help diminish the handicaps suffered by the 
Indian merchants.” 


The increased quantum of trade in this period calls for 
careful consideration. Repercussions on Indian manufactures 
and Indian foreign trade were several and significant. There 
Was a tremendous expansion in production and a spectacular 
increase in the excess of Indian exports over imports. The 
following assessment made by Governor Verelst for the years 


20. ibid., p. 264, 
21, ibid., p. 265. 


22. Han Suyin, ‘The Crippled Tree’, Part | 1885—1913, Panther Books. Read 
pp. 83-84 for avery interesting account of the strangling interprovincial tools 
levied on Chinese trade while European traders were spared these. 
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1766, 1767 and 1768 gives some idea of the spurt in 
exports ** The country sent out about ten times what it 
imported. 


Imports : £ 624,375 
Exports ~* £6,311,250 


Reference has already been made to the fact that manu- 
factured goods formed part of the tribute. The export trade 
Was ‘'trade” only nominally as it was basically the payment 
of atribute. The outflow of commodities thus amounted to 
a net drain as there was no corresponding inflow of products 
Or bullion. Irfan Habib has tried to measure the quantum of 
the tribute in terms of a percentage of the total GNP. Sucha 
calculation better suggests the drain on the economy. He has 
assessed the GNP of Bengal, Bihar, Benaras, and N. Circars as 
Rs. 20 crores per year for the period 1784-1789. Pitting 
this figure against Furber’s estimate of the drain for the years 
1783-1884 and 1792-1793, Habib quantifies the tribute 
as 9% of the GNP! Interms of the net value of the tribute, 
Habib has made another assessment on the basis of the sale 
price of these commodities in Europe which totals £ 2 million 
for the year 1789 - 90 and £ 4.70 million for the year 1801.7" 


This expansion in production and foreign trade in the 
Indian economy was neither positive nor normal in nature in 
the Indian economy. It was artificially fostered and used as 
an instrument through which the Indian economy was made 
colonial and was ultimately to be integrated into world 
capitalism. 


The New Producing Pattern 


India’s integration into the world market now had a 
different nuance in contrast to her former trading status with 
the rest of the world in pre-British India. She had no control 
over the products she offered now. The alienation of producer 
and product had been effected. She was responding, under 
political moulding, to a specific need and demand of the 
changing British economy. As a colony, her production 
process was assuming the characteristic of a ‘function of 
the Imperial economy”. The EIC in India merely fed a market 


R. C. Dutt, op. cit., p. 47. 


24. |. Habib, op. cit, p. 28. He obtained this figure by computing Shore’s estimate 
of the total agricultural produce of Bengal, and Grant’s estimate of the total 
value of Bengal manufactures. 
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centred and co-ordinated by the Big English merchant mono- 
polists either in England or in Europe. The nature of the demand 
in Europe was communicated to the supplier and thus began 
the arrival of European design and tastes in Indian handicraft 
production. The quality of production consequently suffered. 
When the products were not poor copies of the original, they 
stilllacked the life vigour of the indigeneous products. A striking 
example of this warping of the local industries was that of the 
Kashmir shawl industry when French agents’ introduced 
European design on the koftgari industry at Kotli thus: ‘The 
workmanship here is declining and the prices rising; the result 
of indiscreet European patronage.” 


There were other factors that affected the quality of local 
production. The defeat of the Indian princes, the disbanding 
of the courts, led to a fall in the production of the highest 
quality of goods required by the princely strata. This was 
most conspicuous with the abolition of the court of the 
Nawab of Oudh which led to the almost immediate collapse 
of the handicrafts of Lucknow—especially the dyeing industry 
which flourished on the royal prescription that nobles appear 
in different coloured clothes on the different festivals of the 
year. The new demand that developed was for cheaper goods 
ornamental knick-knacks and souvenirs which resulted “in the 
extensive adulteration of raw materials and in extremely hasty 
workmanship. [t is a known fact that craftsmen produce 
better when they have sufficient leisure and are not over- 
whelmed by large orders and time targets. The direct 
transactions with the gomastahs reduced the _ supervisory 
power of the guilds which also contributed to the fall in 
quality control. 


The indigenous producers laboured under other pressures. 
Consider, for example, the impacton producers in Gujarat 
when changes in the exporting pattern of Bengal goods were 
introduced by the British. A substantial proportion of Bengal’s 
exports were once transported overland westwards to Gujarat 
which prospered, especially on the silks of Bengal. But with 
the Company’s diversion of trade, only 0.60 crore worth of 
the 3.30 crores worth of “raw silk, cotton and silk manu- 
factures’’ was left for export to other parts of India and the 
Middie East. Gujarat manufacturers, especially of silk fabrics 
were consequently badly hit.*° Merchant capital, in Bengal, 
formerly vigorously employed, now began to lie idle and to 
turn to land. Allusion has already been madeto the transfer 
of capital from commerce to land with the auctioning of 


25. E.D. Maclayan, “Gold and Silver Work in Punjab’’, 1890 (Monograph), 


26. 1. Habib, op, cit., pp. 27-28. 
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Zamindari rights by bankrupt zamindars. Here we notice 
another distortion of the Indian economic development 
whereby Indian merchant capital is deflected into agriculture. | 
Merchant capital is not thrown into the process of production- 
if it went into land there were objective reasons dictating 
such a necessity. 


A phenomenon with serious implications gradually began 
to take shape in the production process as it assumed the 
characteristics of a “‘function of the Imperial economy”’. The 
Old mode of production was retained, it was not changed. The 
production process and techniques, the production relations, 
were merely harnessed to serve new needs. The EIC: 
merchants did not provide the producer with the raw materials 
and the means of production. The producer, in being left with 
his own tools, was left with the illusion of an ownership 
of the means of production—a calculated measure of the 
Company to diminish the costs of production. The artisan, 
In reality, was transformed into a producer producing solely for 
the Company merchants with the latter’s financial and 
organisational backing. This very retention of the former 
production relations under a disguised form creates an 
obstacle to the development of the real capitalist mode of 
production. This is characteristic of colonial capitalism. 
Without revolutionising the mode of production, it worsens 
the conditions of the direct producers, and turns them into 
mere wage workers, who are forced to work under conditions 
worse than those of workers under the immediate control of 
capital, for example, workers in factories. It creates a 
proletariat. The worker's surplus labour is appropriated on 
the basis of the old mode of production. 


The Drain and Its Critics 


The total drain from the Indian economy is difficult to 
assess although estimates have been made. The EIC, it is 
recorded in the first few years of its existence, between 1601 — 
1612, had a profit of 20% per annum. During the entire 17th 
century, the rate of profit was very high. So great were the 
profits of the EIC in the 18th century, that it paid its 
bondholders average profits of 117%. Stocks issued at £ 100 
could be sold at £500!" One estimate of the total drain is 
that of Sir Percival Griffiths, a firm defender of the Empire. 
He placed the figure at £ 100 to £ 150 million between 1750 


27. P. A, Wadia and G.N, Joshi, ‘The Wealth of India’, p. 324. 
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and 1800." The outflow directly after the Battle of Plassey 
has been estimated at £ 40 million.”® 


The personal fortunes carried home by English officials in 
India is yet another factor to be remembered and added to the 
drain. Clive returned home with a fortune of a quarter million 
pounds in addition to an estate yielding £ 27,000 annually.*® 
These fortunes were built from personal trading under the 
Company's flag as well as from gifts extorted from the Indian 
princes. Every occasion for setting up a new Nawab in Bengal 
was considered a suitable opportunity for demanding due 
recompense. When Mir Jaffar was first made Nawab after 
the Battle of Plassey in 1757, the British officers and troops 
had received a bonus of £ 1,238,575 out of which Clive took 
£31,500 in addition to a rich jagir in Bengal. When Mir 
Kasim was made Nawab in 1760, the presents to the British 
officers totalled £200,269 out of which Vansittart took 
£58,333. When Mir Jaffar was made Nawab a second time 
in 1763, the presents amounted to £500,165. !In1765 at 
the accession of Najim-ud-daulah presents amounted to 
£ 230,356. Besides these sums_ received as_ presents 
amounting within eight years to £ 2,169,665, further sums 
amounting to £ 3,770,883 were claimed and obtained as 
restitution during this same period.*’ 


There was a strong reaction among the British themselves 
to the wholesale, anarchic and destructive methods of plunder 
and loot adopted by the EIC. It was not just stray, isolated, 
individual reactions, but rather a reaction that was widespread 
among the British public and the British Government, provoked 
by the reports of various Government officials and Residents 
in India. Detailed official probes were ordered into the plunder 
and corruptions of the EIC. But this strong criticism of the 
British public is not, however, to be confused with an anti- 
imperialist or anti-capitalist attitude. The British Government 
and the public were not opposed to the subordination of the 
Indian economy but rather to the specific form of subordination 
which threatened the interests of the emerging industrial 
bourgeoisie in Britain. They were concerned about the future 
of India as a source for the ongoing finance needed for its 
industrialisation process; for potential markets for its goods; 
and for the much needed raw materials. This protection of 
class interests is clearly seen as early as 1720 in the struggle 


28. P. Griffiths, ‘“‘The British Impact on India’, pp. 374-5, 402-3. 
29. Mandel, op, cit., p. 444, 
30. R, P. Dutt, op. cit., p. 105. 


31. R.C. Dutt, op. cit., p. 32. 
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for import restrictions on the import of silk products into 
England already feared as a competitive product; in 1769 in 
the measures adopted to compel the Company by ‘law to 
export every year British manufactures amounting to £ 380,000, 
even’ though it suffered @ loss on the transaction!®?? The 
profits of this class came not from trade, as it did for 
merchants, but from manufacturing. They were quick to use 
to their advantage the faux pas made by the monopoly traders. 
In the last quarter of the 18th century, the offensive directed 
against the entire corrupt monopolistic administration of the 
EIC, was supported by the rising industrial bourgeoisie as well 
as the powerful trading Interests excluded from the monopoly 
of the EIC. This was merely an alliance of convenience and 
Strategy. Within British society the era of the great monopolist 
mercantile trading companies was on the decline and, 
therefore, represented the dying rather than the rising social 
forces. 


Reforms Introduced 


The strong criticism of the grossly exploitative tendencies 
of the EIC led to important reforms: the creation of a paid Civil 
Service, the Army, and the Police. Each had its specific role 
in the adaptation of colonial India to the response and function 
expected of it by Britain. Law and order were of prime 
importance for the maintenance and perpetuation of British 
rule, also for a vigorous trade. Under the newly instituted 
Civil Service, officers received a handsome fixed salary to help 
wean them away from the corruption ensuing from low wages 
which they supplemented by the profits of private trade. A 
Collector of a District received a salary of Rs. 1,500 a month 
together with a 1% commission of the revenue collected in his 
district. The appointments to the Service were exclusively 
from the British ranks. In the words of Sir John Shore: 


“The fundamental principle of the English had been to 
make the whole Indian nation subservient, in every possible 
way, to the interests and benefits of ourselves. The 
Indians have been excluded from every honour, dignity, or 
office, which the lowest Englishmen could be prevailed to 
accept.’’*® 


The police and the Army were an integral part of the total 
system. The former was understandably kept exclusively 


32. Bipin Chandra, op. cit., p. 96. 
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British, for obvious reasons. The army had to be thrown open 
to the Indians but the balance was struck in that all the senior 
posts were reserved forthe British. These reforms were a 
systematic preparation for the demands of the next phase of 
industrial power and exploitation. 


It is interesting to note that no reforms were attempted on 
the cultural level in the spread ofideas, values, and behavioural 
patterns, to re-inforce the subjection of the people and the 
economy. As a body, the Company was marked by charac- 
teristic mercantile conservatism. Any measures that would 
increase expenditure or threaten the flow of goods was 
opposed. The all-pervading goal was preservation—except 
for some meddling with the land tenure system which was 
basically an economic safeguard Pressed for by the British 
industrial class. The Company preferred to do nothing that 
would unsettle the people, and therefore, traditional practices 
were treated with respect. Missionaries were kept out of the 
Company's territories as far as possible. Only two new 
educational institutions were started: one at Calcutta and the 
other at Benaras. Both were centres of traditional Persian and 
Sanskritic learning. 


To Conclude: 


The nature of the revenue demand changed with the 
ingenious system devised by the EIC to extract what was 
most wanted: not grain, not cash alone, but commodities as 
well. With the backing of political power, trade shifted from 
‘legitimate exchanges of equity’ to ‘unbalanced exchanges on 
demand’. Lawful equal exchanges were replaced by unequal 
exchanges that were forced upon the Indian people. Political 
power and control made all things possible with sheer brute 
force and with discriminatory legal aids that were used 
without inhibition. The quantum of trade expanded 
tremendously and was converted into a One-way trade..., a 
one-way flow as it took the form of tribute. The tremendous 
Output had immediate repercussions on the nature and 
quantum of production. The producer, though converted into a 
hired producer of an overseas merchant, was retained asa 
petty producer with his own tools of production. 


IV. Consolidation of 
British Power in India 


The Third Phase: 1813—1914: Power transferred to 
the Crown. Growth of British Industrial Capitalism 


In the decades following the acquisition of territorial 
power in India, the EIC experienced, in the rising British 
Industrial bourgeoisie, a powerful challenge and a threat to 
its interests. The latter systematically strove to gain control 
of the colony for their own interests with the support of the 
ambitious merchants who were excluded from the trading 
profits of India by the monopoly of the Company. Three 
significant achievements’ evidence their accumulating 
successes in this direction: the Regulating Act of 1784 esta- 
blished the direct control of the State; the Permanent Settle- 
ment “permit(ted) people to profit by their own industries, 
instead of paralyzing their industries by uncertain and 
increasing State demands’; and the_ strong, successful 
agitation against the import of silk goods which threatened 
to jeopardise the progress of the British textile industry. The 
climax of this success was the Charter Acts of 1813 and 
1833, creating a distinctly new era. New characteristics 
marked the nature and form of the surplus extracted and the 
mode of its extraction in this period. 


India had its own strategic importance for this class with 
its possibilities to answer their needs so very different from 
those of the monopoly traders who were content with the 
brisk trade in Indian manufactures and the direct appropriation 
of the revenues reinvested in Indian products. With the 
development of the industrial production processes in England, 
there was a need for extensive markets, abundant supplies of 
raw materials, food grains and finance to sustain the rate of 
industrialization in Britain. India, vast and heavily populated, 
offered tremendous possibilities as a market for the increasing 
output of manufactured goods. The tropical climate, agri- 
cultural and mineral resources, the cheap labour, held fair 
promise for the needed raw materials for industry as well as 
food grains for a growing urban industrial population severing 
its links with agriculture. A rich yield of revenue had been 
garnered in the past and could be expected in the future. The 
all important factor which alone could make all this possible 
was the fact of political power already gained by the Company. 
Further consolidation and expansion of this great power would 
then be an integral part of the plan and policies for this period. 
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The industrial capitalists were very plain about their 
objectives which they stated as explicitly as Clive had done 
several decades earlier. The President of the Manchester 
Chamber of Commerce, Thomas Bazley, in his evidence to the 
1840 parliamentary enquiry stated: ‘In India there is 
immense extent of territory, and the population of it would 
consume British manufactures to a most enormous extent. 
The whole question with respect to our Indian trade is whether 
they can pay us, by products of their soil, for what we are 
prepared to send out as manufactures.” 


The emergent consequences of the Charters of 1813 and 
1833 need to be studied in both the Imperial Country as well 
as in the colony. How did this affect trade? Was the 
phenomenal expansion of British trade in this era of ‘free trade’ 
balanced by an equally expanded Indian trade with Britain ? 
What was the changing nature of commodities crossing the 
high seas between the two countries? These questions will 
be considered in this unit as well as important structural 
changes in five areas: the dynamic of ‘free trade’: the legal 
reforms; changes in agriculture and the revenue policy, new 
patterns in industrialization and investment: a reshaping of 
culture to effect a cultural revolution supportive of the new 
emerging clonial society. 


1. Indian Foreign Trade 


The struggle, the victory, and the goals of the British 
industrial class, are best reflected in the movements of Indian 
foreign trade which changed radically after the Charter Acts of 
1813 and 1833. These radical changes will appeer very 
Clearly in the phenomenal expansion of Indian overseas trade 
as well as in the composition of this trade—changes in 
commodities exported and those imported. 


A) A Phenomenal Expansion 


Quantitatively, there was substantial increase both in 
volume and in value in the second half of the 19th century—an 
increase produced and maintained by the conditions of 
political inequality. Political force was used as ruthlessly as 
in the previous period. The growth of India’s foreign trade 
during the 19th century is well projected in this table :? 


1, MPs Ut, Op. cit., p. 123. 


2, Imperial Gazetteer, Vol III (1908), p. 268 quoted in Bipan Chandra, “The Rise 
and Growth of Economic Nationalism in India’, p. 143. 
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Annual Average (Rs. in lakhs) 


Years Imports , Exports 
1834-35...1838-9 7,32 11,32 
1849-50...1853-4 15,85 20,02 
1859-60...1863-4 41,06 43,17 
1869-70...1873-4 41,30 57,84 
1879-80...1883-4 61,81 80,41 
1889-90...1893-4 88,70 108,67 
1899-1900...1903-4 110,69 136,59 
1904-5 143,92 174,14 


All these figures relate the sea borne trade of India, but as 
it substantially exceeded the overland trans-frontier trade, 
these figures can be accepted as projecting the total foreign 
trade of India during that period. Note the growth in imports, 
the growth in exports, the growing increase of exports over 
imports which caused a widening gap in the balance of 
payments. A burdensome debt was gradually taking shape. 


B) Changes in Composition of Trade 


The composition of India’s imports and exports was 
tremendously transformed during the 19th century. Prior to 
the Charter Act of 1813, India had been essentially an exporter 
of manufactures and an importer of precious metals and 
luxury products. From the mid-19th century onwards, she 
developed into an exporter of agricultural raw materials and 
foodgrains and an importer of manufactured products. 


a) Manufactured goods 


The export of Dacca muslins which amounted to Rs. 3 
million in 1787 had ceased altogether in 1817.° Between 
1814 - 1835 Indian cotton piece goods, imported into Britain 
fell from one and a quarter million pieces to 63,000 pieces in 
1844.,* On tne other hand, British cotton manufactures 
exported to India rose from less than a miilion yards (0.80) to 
over 51 million yards in the same period, and then. doubled to 
100 million yards in the following four years (1839).> By 


3. R. P. Dutt, op. cit., p. 120, 
4, ibid.,p. 119. 


5. |. Habib, op, cit,, p,, 37, 
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1850, India absorbed 25% of Lancashire’s exports!® Imported 
machine made cotton twist, just eight Ibs. (!) in 1814 increas- 
ed to almost 11 million Ibs in 1931.’ 


British exports to India 


1 B46 ~ 55 ssreseseeeseeserseseerssveseereeeee9,.15% Of her total exports. 
TE76 ~ B5.sccssceressseeeeecvveesveseereeseee? 2.6% Of her total exports.’ 


British export of cloth and yarn to India 


TB 49 ..ccssceccrceccesccssecceccesscseseseeeee1 1.7% Of her total exports.” 
TB7 5 .rrssressesscesssersrensesssesseeceseeseeeees2 7% Of her total exports.” 


Britain’s supply of total cloth consumption in India 


Faces eves inves cee SAS, 
4 Ott) icc ees eee wer ccccccceceseccccccscssceseeess OO O.O% 


Cotton products alone constituted nearly 24% and 39% of 
the total imports in 1881-2 and 1904-5 respectively,” 


In terms of value, the increase was phenomenal. The 
export value of cotton goods from U.K. to India rose incredibly 
in a period of 40 years.” 


6. Mandel. op. cit., p, 447. 
7. I, Habib, op. cit., p. 37. 


8. I, Habib, op. cit., p.42, These calculations have been made by |, Habib from 
Statistical tables given in Mitchell & Dean, pp. 282, 324-4, 


9. ibid.,p.42, These calculations are based on tables of imports into India in 
R. C. Dutt, op. cit., pp. 161, 365 and tables of British exports in Mitchell & 
Dean, pp. 403-4. 


10. Desai, in IESHR Vol VIII No. 4, pp, 353-4, 
wae ty Habib, op. cit., p. 42; 


12. B. Chandra, op. cit., p. 143. 


13. Based on tables in R. C. Dutt, op. cit., p. 161, and Statistical Abstract relating to 
British India, quoted in Morris D. Morris, ‘‘Indian Economy in the 19th 
Century’’, p. 55, 
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Export value 1849 1889 % Increase 
British cotton goods: £ 2,222,089 £ 27,764,508 1149-5 
Cotton twist andyarn:£ 909,016 £ 3,746,797 312.2 


It was very much the same Situation with other goods 
such as iron, pottery, glass, and paper. English exports to 
India of iron — bar and bolt as well aS cast and wrought— 
together with hardware and cutlery, gun, glass, and 
“‘machinery’’ had increased enormously by 1828. They 
continued to rise during the following years and naturally 
Caused a slump in the corresponding crafts in India. The 1911 
Census records a 6% decrease in the hide, skin and metal 
trade workers. At the same time there appeared, a six fold 
increase in the number of metal dealers.” 


“The native iron-smelting industry has been practi- 
cally stamped out by cheap imported iron and steel within 
range of the railways but it still persists in the more 
remote parts of the peninsular.’’”” 


b) Raw materials 


The export of raw materials increased significantly in the 
second half of the 19th century and at the turn of the 2Oth. 
Raw cotton exports rose from 9 million Ibs in 1813 to 88 
million Ibs in 1844 and 963 million lbs in 1914. The export 
value of jute rose from £ 68,000 in 1849 to £ 8.6 million in 
1914 while that of cotton for the same period rose from £ 1.7 
millionto £ 22 million. The export of sheep wool: 37,000 Ibs 
in 1833 leapt to 2.7 million Ibs in 1844; of linseed from 
21,000 bushels in 1833 to 237,000 in 1844.”° 


In 1871 opium was still the principal product exported. 
Foodgrains and raw cotton each closely approached it in total 
value, and oilseeds were not very far behind. In 1901, the 
export scenario had changed. Foodgrains, raw cotton, jute, 
hides and skins had raced ahead of opium. Oilseeds and tea 
were practically at par with opium in value. The decline in the 
value of opium had been less than 25%. 


ETS DE LSE ST TE ED 


14. R.P. Dutt, op. cit., p, 120. 
15. ibid., p. 121. 


16. Porter, ‘Progress of the Nation’, 1847, p. 750. 
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The most tragic export was that of foodgrains—tragic in 
terms of the famines and the famine deaths during this period. 
Grain was essential to maintain the rapidly growing urban 
population of Britain. In 1750 there was only 2 cities with a 
population of more than 50,000. In 1851, there were 29]'” 
India was the village counterpart of the city that was Britain. 
Note the export value of food grains principally rice and 
wheat:’® 


TAGs iiiiaseicrsvccccestecssssee 858,000 

TSO Geesiedstcretescssssevcrsseeerk 3.8 million 
VET Pitbeiieisesseesssseccvesseeosk 7.9 million 
DI tet teen dss isacssssavevscce hi 8:2 Million 
191 Fcessesccccsccerssvcesseseseeslée, 19.3 million 


Wheat and rice constituted nearly 1 7% and 26% of the 
total exports in 1881-2 and 1904-5 respectively! 7° 


“‘Under the cheering appearance of a brisk grain trade 
lies concealed the fact that the home and villages of a 
cultivating nation are denuded of their food to a fatal 
extent...Even on the eve of great famines the export of food 
goes on as briskly as ever.’’”° 


Capital was raised in England by appeal to the philanthropic 
people to quicken the tempo of railway Construction, but the 
railways were never used to mitigate the famines. When the 
demand was made for the transport of grain to the famine hit 
areas, the slogans of free trade were repeated. It was decided 
that scarcity itself should attract the grain! On the other 
hand, the railways facilitated the export of foodgrains, thus 
depleting the country of its Surpluses which could have 
buffered the harsh impact of the famines. 


17. B. Chandra, Modern India’’, p. 95. 
18, R. P. Dutt, op. cit., pp. 124-5, 
19. 8B, Chandra, op. cit., p. 143. 


20, R.C, Dutt, op. cit., Vol Il, pp. 349, 530, 
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Food grains in terms of quantities of wheat exported” 
alongside of famine deaths!”” 


cwts famine deaths 
1869 275,481 
1873-74 1,755,954 1850-1875 5,000,000 
1882-83 14,193,763 1875—-1900 15,000,000 
1891-92 32,740,000 


2. The Structural Mechanism of Exploitation 


Such radical reversals in the choice of commodities 
produced, in the nature of exports and imports, were the results 
of an artificial fashioning of the Indian economy. The growth 
in Indian foreign trade was _ neither natural nor normal. 
It was not the competitiveness nor the superior quality of the 
English product that accounted for its domination of the Indian 
market. It is interesting to know that Thomas Munro in his 
evidence before the Commons’ Committee in 1813, had 


21. R.P. Dutt, op, cit., p. 125. 


22. B. Chandra, op cit., p. 163. 
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laughed atthe idea of Paisley shawls replacing the excellent 
shawls of India. As Governor of Madras in 1824, he had no 
small surprise to see Paisley shawls replace the excellent 
Indian shawls. The export of shawls to India totalled £ 181 
million in 1824. In 1830, Paisley sales jumped to £ 467 
million!?® 


Systematic structural changes were, therefore, made to 
achieve the needed transformation in Indian production and 
trade: (a) the monopoly of the EIC was broken and discrimi- 
natory tariffs were introduced both in England and in India to 
effectively negate the competitiveness of the Indian manu- 
factures; (b) appropriate changes followed in the agricultural 
sector to encourage the production of raw materials needed 
by British industries; finally, (c) a new pattern of industrialisa- 
tion emerged; new industries—plantation and modern—were 
established to process these raw materials. The key structuring 
tool was the Investment policy that chanelled available finance 
into those industries which would promote and stabilize the 
economic changes in India, conditioning colonial India to 
respond to the needs of Imperial Britain. 


a) Discriminating Free Trade’ 


The British capitalists achieved the termination of the 
Company’s monopoly in the Charter Act of 1813 which had 
permitted them free entry into India and the freedom to 
conduct their economic activities undeterred. The new school 
of thought gaining ground under the leadership of Adam 
Smith was clearly expressive of the frustrations of the 
industrial bourgeoisie and their demand for an economic 
system that held greater freedom for the entrepreneur—laissez- 
faire. The tempo of enhanced industrial production demanded 
outlets—hence the quest for markets. This very element of 
modern capitalism causes it to penetrate the world. Modern 
capitalism inevitably forges a world capitalist system. The 
British capitalists propagated that there should be no 
monopolies; no protectionist policies and hence no tariffs, no 
state regulations: decisions concerning goods produced and 
their price should be left to the inter-acting forces of demand 
and supply. 


Free trade was introduced in India- Her ports and markets 
were thrown open to British manufacturers. But it was not 
this alone that accounted for the enormous influx of British 
goods alongside the drop in the export of Indian manufactures 
to Britain. A discriminatory tariff was introduced. Prohibitive 


23. R,C, Dutt. op, cit,, p, 297, 
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duties were imposed on the import of Indian manufactures 


into Britain while tariffs in India on imported British goods 
were forced low. 


While the slogans of free trade, minimum or no tariffs and 
State regulations, were vociferously used in the expansion of 
British trade with India, the mood Changed radically with 
reference to Indian exports to England. Free trade was but a 
One-way free trade with free entry, Or virtual free entry of 
British goods into India, Organised with direct State 
assistance, 


“It Was stated in evidence (in 181 3) that the cotton and 
silk goods of India upto the period, could be sold fora 
profit in the British market ata price from 50% to 60% 
lower than those fabricated in England. It consequently 
became necessary to/protect the latter by duties of FO Yo 
to 80% on their value, or by positive prohibition. Had 
this not been the case, had not such prohibitive duties 
and decrees existed, the mills of Paisley and Manchester 
would have been toppled in their outset, and could scarcely 
have been again set in motion, even by the great power of 
steam. They were created by the sacrifice of Indian 
manufacture.’'”4 


Here is a list of the specific import duties levied on the 
various Indian commodities in England in 1812: 25 


% On value 


1812 1824 1832 
Ornamental cane work 71 50 30 
Muslins 2721/3 374 10 
Calicoes 71°2/3 674 10 
Other cotton manufactures 29°. 1/3 50 20 
Goat’s wool shawls 71 674 30 
Lacquered ware 71 674 30 
Mats 68 1/3 50 20 


24. H.H. Wilson, “‘History of British India’, Vol I, p. 385, 
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In 1812 1832 


RAW Sil Kocccec eeccsersseeese, 2.138.4d on value 1d per lb. 
pius 4s per 1 Ib. 
Silk manufactures..........prohibited 20% on value 


Taffatees or other plain or 


FIQUFEC SIIKS..c.cesescse,evessereee,ceecee prohibited 30% on value 
Manufactures of Silk.......+s+..s06«sprohibited 20% on value 
Sugar (cost price about £1 per cwt) 

£1.13s per cwt. £1-12s per cwt. 


At the time of the transfer of administration from the EIC 
to the Crown in 1857, it was 34% duty on cotton twist and 
yarn and a 5% duty on other British goods, including cotton 
piece goods. The rate of duty on goods from other countries 
was double this. The Revolt of 1857 brought its own 
financial liabilities to the British Indian Government with a 
deficit of Rs. 817 lakhs in 1857-8 which rose to Rs. 1,300 
lakhs in 1858-9." As tariffs could be levied to raise revenue, 
to help surmount the difficulties run into as a result of the 
Revolt, it was enhanced to 5% and 10% respectively, in 1859. 
But the pressures exerted by the manufacturers of Manchester 
and Lancashire, who controlled Parliament with the bulk of their 
representatives, was more than the British Indian Government 
could withstand. In three years, the tariffs were reversed to 
their former rates: 3.5% for cotton twist and yarn; 5% for 
cotton piece goods and 7.5% on other commodities. This last 
was further dropped to 5% in 1875. Although these cotton 
duties formed nearly half the revenue raised, in 1874 the 
Lancashire cotton manufacturers turned full attack on these 
duties. The struggle went on until 1882 when cotton duties 
along with duties on other commodities were remitted in toto! 


Under the new economic policy, as these facts show, 
there were deliberate diScriminatory decisions to Support 
British industries, which could only be done at the expense of 
Indian industry. Import duties on such competitive products 
in Britain were only removed after their export to Britain had 
ceased altogether or were no longer a competitive threat. 
Indian producers were also prevented from taking advantage 
of the development of an ali-lIndia market by the Government's 
decision to introduce a whole network of internal customs 
duties. India was thus placed in a paradoxical position of 
taxing the movement of her own products, while permitting 
free circulation of imported goods. These internal duties were 


26. H. Peter, “Imperialism and Free Trade, Lancashire and India in the Mid-19th 
Century’’, 1972, 
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abolished in the 1840s by which time British manufacturers 
had gained a definite priority Over Indian manufactures even 
within the Indian market. 


b) Legal Aids 


Legal measures were also used to the same purpose: the 
Navigation Acts legalized the decision already taken whereby 
Indian ships were prohibited for Purposes of trade; the order 
by Sir Charles Wood that only British-made paper be used by 
the British Government in India,”" the penal legislation to force 
Indian labour to work on tea and coffee plantations. Itis 
interesting to note that the Indian Factory Acts of 1881 and 
1891 subjecting the employment of children to certain provi- 
Sion requiring the proper fencing of dangerous machinery, 
regulating working hours for women, and providing for a 
weekly holiday for all workers were not applicable to British- 
* Owned tea and coffee plantations ! In fact, the British Indian 
Government in the second half of the 19th century can hardly 
be credited as a champion of a laissez-faire political economy 
in practice ! 


More than mere legal measures were introduced, there was 
a fundamental restructuring of the legal structure inthis period. 
Respect for and preservation of Indian Customs and values, 
and consequently laws, yielded to the demands for a more 
rational legal system consonant with the new economy being 
created. It was imperative that the Sanctity of contract be 
accepted as the basic law and ethic of the land. The modern 
concept of the rule of law was introduced emphasizing the 
sense of Contract and obedience to law which Clearly defined 
the rights, privileges, and obligations of individuals. These 
were no longer to be left to custom, tradition, and caprice, or 
the personal discretion of the ruler as in the past. Any 
individual could be brought before a court of law for breaches 
of official duty or for acts done in excess of authorlty... there 
was to be equality before the law. 


The argument that is in favour of the modern system of 
legality, as it arose coterminous with the rise of capitalism, 
was that it was in effect a just system. That is, equality 
before the law was in effect a good thing. This considered: 
how did this type of legality. superimposed on a system 
characterised by feudal despotism, function ? Besides, the 
complicated laws and the very price of litigation militated 
against the poor thus forging another type of legal inequality. 


tes : 
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A big exception to this excellent principle of equality 
cannot be overlooked: separate courts and laws for Europeans. 
In criminal cases, they could only be tried by European judges. 
if such brutality existed on the plantations it was because 
they were given indirect and undue protection as well as either 
light or no punishment at all. The case of the plight of the 
peasants in Champaran illustrates this point well. Planters 
forced the peasants to cultivate indigo even after paddy was 
sown! The Government appointed Mr. Gourley, ex-Subdivisio- 
nal Officer of Bettiah and the Collector of Champaran to 
conduct an inquiry. The report was ignored and so were the 
two steel trunks containing indisputable evidence—clods of 
earth with both paddy and indigo. Yet the three peasant 
leaders of the movement, who tried to focus attention on the 
tyranny of the planters, were convicted by the Special Magi- 
Strate deputed for the case, Mr. Goode !”° 


c) Agriculture and Revenue Policy 


At this point it could be appropriate to turn to the 
agricultural sector to study the processes launched to subject 
agriculture to needs of British imperialism in terms of 
agricultural produce and taxation. However, in order to better 
assess continuities and changes in the revenue policy it would 
be more profitable to review first the latter part of the 
Company's rule and then proceed to India under the Crown. 


Opium for another Triangle 


The de-industrialization of India caused serious problems 
for the EIC. It had affected the mechanism for the transfer of 
wealth from India to Britain for the Merchant capitalists. 
Further, it raised problems ffor the realization of the tribute. 
This tribute, once taken in the form of exports of Indian 
manufacture, now had to be extracted in another form. The 
EIC could have turned to cotton but the raw cotton in India 
was too short-stapled for the English factories and the model 
farms for the experimentation of better varieties had failed. 
India did have good possibilities with the expansion of the 
cloth industry, but with stiff competition from the West Indies, 
this commodity also collapsed. The solution was finally 
found—and a very successful one—in opium, exported to China 
in return for Chinese tea and silk for Britain! It exported very 
welll”. 


28. Champaran District Gazetteer, 1960, pp. 85-6. 


29, Parliamentary Papers, 1831—32, Colonies East India, 9, IUP, p. 250: cf. also 
ibid,,p 8, pp.512—3, Quoted by Irfan Habib, op. cit, p. 40. 
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Exports: 1816—17......3,210 chests of Indian opium 
valued at £3.66 million. 1830—31...... 18,760 chests of 
Indian opium valued at £12.90 million. A triangular trade 
was once again set up, similar to that in the early days of the 
Company when slaves from Africa were sold to raise silver for 
the purchase of handicraft commodities from India. 


In 1855, England consumed tea and silk from China to the 
value of £ 8.5 million while exporting a mere £1 million worth 
Of goods to that country. The balance was sheer gain.*° The 
Sheer gain leapt up sharply from 11 million in 1854 to £ 17 
million in 1857.°' The cultivation of opium therefore was 
given high priority as the following table shows: 


Area in Bighas 


Bihar Benaras 
1860...61 281,126 154,211 
1870...71 487,550 337,812 
1880...81 434,786 423,265 
1889...90 398,230 373,861 


This explains the need for the opium wars in China. Any 
refusal from the Chinese to consume opium would crack the 
entire structure of tribute-realization that had been built up. 
It is interesting to note the ruthless imposition of cultural 
patterns as sustaining factors of British imperialism. The 
Chinese were forced to consume opium as it was a commodity 
vital to the economic exploitation of India. India had similarly 
to learn and appreciate and wear English styled and manu- 
factured fabrics—no matter what the impact on them—in 
order to sustain the development of Lancashire and 
Manchester. 


Revenue Policy 


Revenue demand generated its own peculiar dynamics 
leading to the emergence of large scale landlordism, especially 
absentee landlordism, as the dominant feature of land relation- 
ships all over the country. Economically, the big landlords 
were of key importance to the successful commercialization of 
agriculture and the production of those crops necessary to 
British interests. 


30. I. Habib, op. cit., p. 40. 
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Close studies of the total land revenue collections reveal 
the fiscal pressure on the revenue payers. A comparative 
Statement for the Provinces, explicitly excluding Benaras, 
Ghazipur, Jampur (permanently settled) and all acquisitions 
made after 1806-7 show an increase of over 70% in the 23 
years between 1806-1830. Actual revenue receipts show a 
rise of 65% in the decade 1834-1844. Various statistics 
suggest an overall increase of 88% in the land revenue demand 
during the 40 years following 1866. Not only was there a 
quantitative increase in land revenue, but an increase in real 
terms as well, by nearly 70% during the first half of the 19th 
century at constant prices—this in view of the behaviour of 
prices. In 1842 in Bombay the revenue touched £ 2 million. 
In Madras, it was £ 3.43 million in 1837. The general picture 
that emerges is a substantial rise in the total revenue 
collection between 1850 in all the three major zones outside 
the permanently settled areas. The increase was sharpest in 
the N.W. Provinces.” 


The pressures of revenue demand intensified the transfer of 
land that had already started in the first decades of the 19th 
century, following the sudden fall in prices. Land continued to 
slip from the hands of the actual cultivators to the money- 
lenders, merchants and rich peasants. The District Gazetteer 
Bilaspur, 1910, observes that between 1867 and 1870, land 
sales and transfers took place on anenormous scale. 503 

villages and 383 shares in villages were sold, i.e., one-third or 
one-fourth of the entire villages of the district. Between 
1891 to 1905, a total of 184 villages and 999 shares of 
villages were sold. Of the total of 1183 transfers, 166 were 
made bY moneylenders and 912 by agriculturists. In contrast, 
468 were made fO moneylenders and 561 ¢O agriculturists. It 
further says that 552 villages out of 2242, (one-fourth of the 
total number of villages,), were with Brahmins, 280 with 
Banias, 226 with Kurmis, 226 with Rajputs, 156 with Bairagis, 
148 with Chamars and 101 with Gonds. The economic 
re-inforcement of the traditional social hierarchy of castes is 
important to note.” 


In Aligarh, 50% of the land was taken over by these money- 
lenders and traders between 1839—1858! In Muzuffarnagar, 
it was a quarter of the land that changed hands in the 20 
years between 1841 and 1861, while the land held by non- 
agricultural classes increased from 11% of the total area 


32. I. Habib, op. cit., p. 36. 
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to 19.5% of the total in the same period.** Absentee land- 
lordism was taking shape on a large scale. 


In the second half of the 19th century, a few factors 
worked to the advantage of this emerging class of landlords. 
There was a general rise in the price of foodgrains which led 
to the enhancement of rents while the revenue due from the 
zamindar remained constant. Thus, the zamindar’s share of 
the rental expanded considerably thus giving this group a new 
economic leverage. The new economic power furthered the 
process of the commercialization of agriculture and further 
contributed to the polarising within the rural communities. 
While the benefits of cash crops accrued to the zamindar and 
the merchant (not to mention the Government and the foreign 
exporters), the peasant sank deeper into debt. 


Thus was laid the basis of extensive landlordism and rich 
peasant agriculture. In 1891, small Proprietors cultivated 54% 
of the cultivated area in the Punjab. This dwindled to only 
45% in 1900...merely 9 years later! ®* It is in this second 
half of the 19th century that the British felt very much the 
need for faithful allies after the surprises of 1857. The 
Government saw the need to win the favour of the large 
proprietors and their co-operation in maintaining their hold on 
the peasantry. It was this need of British imperialism at this 
stage of its existence in India that forged the agrarian policy to 
mould a social “‘buffer’’ class. The long series of Acts 
beginning with the Bengal Rent Act of 1859 confirmed the 
new landlord in his new status. 


Transfer to Cash Crops 


Crops of growing importance to Britain were ‘better’ 
food grains, such as wheat and paddy, and cash crops such as 
indigo, jute, cotton, sugar-cane, tea, oilseeds, etc. If an 
increasing revenue demand (assessed and demanded in cash) 
forced the peasant to switch over to the more profitable crops 
so did other related factors such as the introduction of canals 
and the payment for irrigated facilities in cash. The intro- 
duction of canals and improved transport were important 
factors which made extensive cultivation by large landowners 
profitable. Figures are here given for two crops of great 
importance to the British industrialist: indigo and jute. Around 
the mid 19th century there was tremendous growth in the 
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export of indigo. Cultivation was carried on in some areas on 
the basis of the plantation system; the more general system 
was that of entering into contracts with the tenants of other 
zamindars. Brute force was frequently used to compel 
tenants to Cultivate indigo as has been already indicated. It 
was not always the market forces that tempted farmers totake 
to the cultivation of indigo. Indigo cultivation however, 
slackened towards the end of the 19th century under the 
brisk competition of synthetic indigo. 


Indigo: Statistics of production in maunds between 1879 - 
84.°° 


Bengal Bihar 
1879 - 80 14,400 28,400 
1881 - 81 23,000 66,000 
7680 + 82 17,200 58,000 
4002-83 18,000 59,000 
1883-54 17,000 58,000 


Jute: Statistics of the growth of jute cultivation in some 
important Jute growing areas in Bengal.” 


(in acres) 


1872 1900 % Increase 
approximately 
Rangpur 100,000 277,000 177 
Ranghahi 14,300 107,800 514 
Mymensingh 84,000 519,000 517 
Faridpur 16,000 100,000 525 
Tripura 78,400 219,000 179 


Between 1859-1871 the number of tea estates under 
distinct proprietors increased from 48 to 295; the total! area 
under Cultivation from 7,599 to 31,303 acres with a six-fold 
increase in the actual output of tea in pounds *8 
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It was the Charter Act of 1833, permitting Englishmen tc 
acquire land and set up plantations in India, that effected « 
Significant change in the agro-economic structure. The 
plantation system, one of the modern forms of industry 
developed in India, marked the beginning of the exploitation o} 
Indian agricultural resources. Many of the staple expor 
items like tea, indigo, coffee, jute were the products of these 
plantations, the preserve of the colonizer's capital and effort 
TO promote the speedy development of the plantations 
planters were brought in from the West Indies—planters whc 
brought with them “their unfortunate ideas and practices”, 
many of which were exposed by the Indigo Commission in 
1860. 


d) Industrialization and Investment Patterns 


Modern Factories Established 


In the 1850s cotton textiles, jute, and coal mining 
industries were started in India. The factory industry was a 
peculiar product of the economic transition in which England 
found itself. The industries set were essentially oriented to 
the procuring or the partial processing of raw materials: cotton 
gins and presses, timber mills. leather tanneries, as well as 
mica, petroleum, salt petre, coal and iron mines: or main- 
tenance industries; engineering and railway workshops, iron 
and brass founderies. There were also rice and flour mills, 
sugar and paper mills, and woollen textiles. 


Such developments should not, however, project the myth 
that the foundations of an industrial revolution were being laid 
in the country. Most of the modern industries that did develop 
were controlled by foreign capital except for cotton textiles — 
the one area in which Indian capital took root. And again, it 
was Indian capital under the hegemony of British capital! 
Industrial progress although steady and continuous, especially 
after 1880, was small and marginal. In 1901-2 there were 
only 36 jute mills ernploying 114,475 persons. In 1904-5, 
there were 206 cotton mills with 196,369 workers.’ In 1906, 
the coal mining industry employed nearly 99,000 persons.‘ 
The total number of workers covered by the Factory Act, was 
much less than one million. Modern industry did not even 
compensate for the displacement of the indigeneous handi- 
crafts. This accounts for the extreme pressure of population 
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on land—the ruralization of the economy and the gnawing 
mass poverty that spread. 


a A glance at the scope mapped out for Indian participation 

n modern industry further suggests caution taken to safeguard 
tt ne role ascribed to modern industry as 4 response to imperial 
needs. Modern industry in India was dominated by European 
gritish and non-Gritish) business houses. The non-British 
E European business houses, in claiming cultural and racial 
ffinity with the rulers, maintained themselves on the privileged 
: ide of the gap. Allusion has already been made to the fact 
hat most industries were dominated by foreign investment 
xcept cotton in which management was European. Indian 
business could only enter those fields not previously allocated to 
uropean business by administrative and political preference. 
Ti The control of external trade, the monopoly of ocean and 
peoestel shipping gave British business men the lion’s share of 
the profits from indian commerce. Senior administrative 
2 oo rsonnel in the public services, banks and the railways were 
almost exclusively British. The Acworth Committee found 
% Jat on the principal railways of the country, out of 1 749 

posts classed as *superior, 122 were filled by indians. Of these 
only 24 reached the grade of District Officers.” 


d 

_) ‘he Investment Pattern 
' Ba 
i - Capital was not allowed to gravitate to industries on the 
basis of laissez-faire dynamics. !t was controlled, channelled 
oe baited, by the direct intervention of the State, to 
elective industrial and commercial industries, supportive of 
2 British industrial needs. Capital was also actively discouraged 
_ in certain sectors by the manipulation of taririfs. While British 
investors were anxious to find an outlet in India as a monopoly 
market for their products and since the latter were even more 
Pp owerful in Gritein, the British Indian Government wes 
_ compelled to adopt a policy of non-encouragement of modern 
Bevery in India. As a result, foreign capital found entry 
a in fields such as Government loans, railways, trade, 
banking, mining’ and plantations which did not compete with 
ae British manufactures but, on the contrary, facilitated their 
penetration of the Indian market. According to Paish in 1909, 
of £365 million only two and a half million pounds were 
8 nvested in commercial and industrial undertakings.” Even 
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though the total volume of foreign capital was paltry yet 
dominated the Indian industrial scene and overwhelmed Indie 
capital in the field. As indicated before, most of the ju 
mills, woollen and silk mills, paper mills, sugar factorie 
leather factories, iron and brass foundries were owned | 
foreign investors, except the cotton textiles in which tt 
Indians did have a large share from the beginning. But eve 
here, a part of the capital was foreign, the manegement we 
foreign, and the technical cadre was imported. 


A significant fact to note is that the volume of annu: 
interest remitted abroad on existing foreign investmer 
exceeded the annual inflow of fresh capital after 1870. Thi 
meant that in reality. Great Britain was a net importer ¢ 
capital fron India throughout the last quarter of the 19¢t 
century. Investment of new foreign capital was made entire! 
from the profits of the past investments of foreign capital j 


India—a part of these was even used to Gevelop other parts c 
the world.** 


Investment by the Indian Government 


The Indian Government, at the height of laissez-faire 
pioneered, at state expense and at great cost, in thi 
introduction of cinchona, tea and coffee plantations ans 
also actively promoted the cultivation and transport of cotton 
As the supply of cotton was crucial to the growth of its textil 
industry, it invested in model farms for the experimentatioi 


with finer varieties of cotton — this especially after thi 
American Civil War. 


That the Indian Government was the pioneer in the stat 
construction of railways is of great Significance. Proposals 
for a railway system in India were made as early as 1842 
Eight years later, the Indian Government and the Court o 
Directors found it no longer possible to resist the pressures o 
strong political and economic factors in England: railway 
Promotors, financiers, mercantile houses trading with India 
and the textile manufacturers of Lancashire and Manchester 


ence to commerce, the export to Britair 
of raw material, the opening of markets, better administratior 
and military control, a solution to the problems of poverty anc 
famines, increased agricultural Production by increasing 
“access to more fertile lands, improved internal tradeuanuann 
the integration of India into the world market. 
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By March 31, 1872, British capital invested in Indian 
railways at @ guaranteed rate of interest (5% per annum) 
had risen to £ 94.73 million. Between 1870 - 1880, the 
British Indian Government also borrowed in London to lay out 
the ‘state railways”’ with the result that the Indian debt in 
England mounted from £ 15.09 million in 1858 - 59 to 
£55.40 million in 1876 - 77." After 1884, when there 
was much discontent at the pace of Construction, the govern- 
ment was forced to fall back on the guaranteed system, 
though not under as burdensome as the previous rates of 
interest. 


However, the foreign capital attracted to the railways 
was not of an adventurous type, willing to expose itself to the 
usual risks of investment. Instead, capital could only be lured 
throvgh government guarantees and bonds and, in offering 
these terms, the British Indian Government was most magna- 
nimous in spite of its own vulnerability to liabilities. It was 
interesting to note that although the manufacturers of 
Lancashire and Manchester pushed hardest for the speedy 
completion of the railway construction, they were not too 
forthcoming with their capital. It was for them too huge an 
investment with too high a margin of risk. Profits only began 
to show after 1901. Perceptive of the slow return to capital 
in such ventures, they realized that it would only be the 
subsequent generation that would profit from the investment. 


e) Culture as an Instrument of Domination 


Changes in the organisation of a society will be success- 
fully achieved only when corresponding supportive changes 
have been effected in the legitimizing value system. It is 
important to examine British attemptstorestructure or remould 
Indian culture—to examine the nature and the extent of these 
efforts. This is no simple task if one is not to be limited to 
the much discusssed transformation of Indians into brown 
skinned Englishmen. There ere a few intricate strands in the 
cultural processes generated that call for deeper scrutiny, a 
task beyond the scope of this small work. 


Early nineteenth century Englend was very much under the 
influence of the doctrines of evangelicalism and liberalism 
both of which had much in common, especially the faith in the 
power of ideas and institutions to mould men’s character. If 
it were not to be by sudden revelation as in the evangelical 
manner, then certainly it would be by the influence of law, 
education and free trade. Hence the two groups struck out 
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together with much fervour against the Stagnation and back- 
vwardness in traditional India in the first decades of the 
ninethenth century. Grant-in-aid schools were founded in 
1945 amidst a controversy between the need for modern 
education in English. and education in the vernacular; an 
ecucation that was more openly evangelical and for one that 
was more strictly secular. The demand for an_ English 
education and a progressive education came very strongly 
from a core group of Indians—chief among whom was Ram 
Mohan Roy. 


The mutiny of 1857 so surprised the British that their self 
confident optimism and plans for easy westernisation were 
Shattered. A self protective racism emerged in the mid- 
nineteenth century, based on the ‘scientific foundations’ of 
anthropology. Racial theorists argued that Indians could 
never be raised to the heights of Victorian liberalism. 
Intellectual capability was linked to physical structure. Each 
physical type was considered to have its own moral and 
intellectual peculiarities. Individual talents and capabilities 
were conceded, but as a people the Indians were considered 
morally and otherwise unfit for self-rule. This racist 
superiority also led to a denigration of Indian culture. 


The trend in this period was much more a concentration 
on efficient administration. This very pragmatic need to staff 
the lower rungs of the vast administrative judicial and business 
bureaucracy that developed in this period called for an 
education calculated to equip the colonial population for such 
a task. 


An attitude of caution and conservatism marked several 
moves of the British. Social reform and legislation was 
limited to only the very outrageous practices condemned by 
sections of Indian progressives as well. A conciliatory stand 
was adopted toward the traditional leadership—the landed 
gentry and the aristocrats. The mutiny had revealed the 
latter's command over the allegiance of the masses. The 
universal introduction of the permanent settlement, the 
taluqadari settlement in Oudh, Canning’s gentry-magistrate 
system witness to this shift in the cautionary alliances. 
Traditionalism was lent support for tactical reasons. But 
again it would be simplistic not to recognise the intertwining 
trends of conservatism after the Mutiny with elements of the 
earlier reforming sentiment and _ liberal ideology. The 
outspoken reformers remained: Trevelyan, Ripon, and John 
Lawrence. Once the British economy had gained a certain 
economic stamina, there even evolved the opinion among the 
liberals that political power could ultimately be transferred to 
the Indians as long as free trade prevailed. It was Macaulay 
who pointed out that it would be ‘far better for us that the 


55 


people of India were well governed and independent of us, 
than ill governed and subject to us; that they were ruled by 
their kings, but wearing our broadcloth, and working with our 
cutlery, than they were performing their salaams to English 
magistrates, but were too ignorant to value, or too poor to buy, 
English manufactures. To trade with civilized men is 
infinitely more profitable than to govern savages,’’*® 


less crudely expressed but in the Same vein, Trevelyan 
saw the continued rule of India asan impossibility. India 
would gain its independence. ‘'But there are two ways of 
arriving at this point. One of these is through the medium of 
revolution, the other through that of reform. In one the forward 
movement is sudden and violent; in the other it is gradual and 
peaceable." The separation, he concluded, could be peace- 
fully and gradually effected through education as a Major tool. 
The goal was the same... ‘“We shall exchange profitable 
subjects for still more profitable allies.’’*” 


The only strong opposition to such a trend was that from 
Lord Ellenborough who felt strongly that any improvement 
Should take place within the framework of a strong British 
Government. It was for this reason that he refused the spread 
of education except for a training in useful technical skills. He 
was very perceptive in sensing the danger, for ‘‘no intelligent 
people would submit to our government.’’*® He therefore urged 
that the great civil offices be retained in British hands. 


The cultural modernisation is interesting to review in its 
limited reach to certain sections of the Population, and to 
certain aspects of life. It was essentially the Parsees and 
some very affluent Hindus and Christians Who approximated 
the “Brown-skinned European’ ideal. Among the fairly large 
buffer sections of the population there developed a cultural 
split in the lives of the people so characteristic Of a colonial 
culture. On one level, there seemed to be rapid westernization: 
language, dress, life style and consumer tastes, a value system 
stressing individualism, competition, success and achievement- 
oriented leadership; on another level there was an unmisteke- 
able safeguard of the traditional, a retention of certain religious 
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and cultural taboos linked with casteism and the joint family. 
lt is most significant that even among the Europeanised 
converts to Christianity, casteism was retained, and even 
absorbed within the Church set-up; that intercaste marriage 
was frowned upon in most communities. Close study of the 
forms of cultural bastardism, generated during this period and 
deepening with the passage of time, would yield many 
Significant observations. How pervasive was the cultural 
moulding or ‘restructuring? Why was it so patterned? To 
what purpose? 


To Conclude 


By the end of this period India was decisively transformed 
from a country with a balanced combination of agriculture and 
industry into an agricultural colony of British Capitalism. It 
was a transformation resented by both perceptive Indians and 
Englishmen. Montgomery Matrin remarked as early as 1840: 
“| do not agree that India is an agricultural country: India is 
as much a manufacturing country as an agricultural; and he 
who would seek to reduce her to the position of an agricultural 
country seeks to lower her in the scale of civilization. 1! donot 
suppose that India is to become the agricultural farm of 
England; she is a manufacturing country, her manufactures of 
Various descriptions have existed for ages, and have even been 
able to compete with any nation whenever fair play has been 
given to them. To reduce her now to an agricultural country 
would be an injustice to India.’’*®? She was reduced to an 
agricultural country, systematically ruralised through the new 
agricultural and industrialization policies. 


In England, the ruin of the old handloom weavers was 
accompanied by the growth of the new machine industry 
which not only absorbed those thrown out of employment in 
the traditional industrial sector, but also drew labour from the 
rural areas. But in India, millions of artisans and craftsmen 
were ruined by the absence of an alternative industry. There 
was an influx of this dislocated labour into the rural areas thus 
Causing a ruralization of the economy, and distorting the 
integration between the traditional and rural sectors. The 
tremendous Overpressure On agriculture, which becomes more 
and more accentuated during the rest of the British period, 
originated in this period. Thus began the chronic situation 
which has often passed for ‘‘over population’’. 
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This urban decline seems not only to have been in relative 
terms (percentage of urban population to total population) but 
in absolute terms as well. Irfan Habib, in taking some 
districts of Eastern India found that the populations of eight 
major towns had declined from 923,344 around 1812 to 
866,749 in1872. The population of Patna fell from 312,000 
in 1812 to 158,900 in 1872. There was no town in Bihar in 
1872 which could even be remotely said to approach Patna in 
population, so there was no question of a compensatory 
growth elsewhere.”® 


The manufacturing interests in England were unconcerned 
with the consequent injustice done to India. Such moralistic 
reflections, moreover, tend to fall outside the thrust of a 
process faunched and sustained by powerful groups and the 
structural changes they evolve to further the process itself, 


The criticism was disregarded by the manufacturing 
interests and so was the unfavourable picture they cast of the 
““commercial revolution’ being carried through in India. Their 
target was set and the real power wielded by the British 
Government was, during this period, in the interests of the 
British capitalist class as a whole which had emerged as the 
dominant element in British society with an extremely power- 
ful political influence. | 


Welfare for Whom ? 


“| certainly pity the East Indian labour’’, declared Mr. Cope, 
a Macclesfield manufacturer inthe 1840 parliamentary enquiry, 
“but at the same time. | have a greater feeling for my own 
family than for the East Indian labourer’s family; | think it 
wrong to sacrifice the comforts of my family for the sake of 
the East Indian labourer because his condition happens to be 
worse than mine.””™ 


This priority of concern is even more plain in the invest- 
ment allocations to the railway as compared with other social 
overheads, especially irrigation. It has been calculated that 
up to 1900 a total of Rs. 225,000,000 was spent on the 
railways, while only Rs. 25 000,000 was spent on irrigation. 
in 1898, the year between two famines, Rs. 42 crores was 
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Spent On the railways while only Rs. 0.6 crores was spent on 
irrigation.” 


Consider another breakdown of the budgeted expenditure. 
In 1801, 45.5% of India’s budgeted expenditure was spent on 
the armed forces, 37.5% on civil administration (of which 
18.7% was spent on education and medical and scientific 
departments and 81.3% on non-developmental aspects of 
administration’). Indians pointed out that in the 1880s India 
spent in absolute terms more on its army than Britain, or 
Germany or Russia, that the cost per soldier in India was the 
highest in the world — higher than the most efficient army 
in the world. In 1891, 30% of India’s revenues were spent 
on Europeans. This was not a question of balanced budgets, 


but a particular pattern in the allocation of the budget to suit 
imperial interests. 


Taxation for Whom ? 
Welfare and Development at Whose expense ? 


As far as the taxation policy is concerned, it is tragic to 
see who bore the burden of taxation, and to what extent. 
Taxes and savings are cirectly linked in determining purchasing 
power for survival or for investment. Government Officials, 
Professional traders, moneylenders'§ and Zamindars, the 
planters and foreign trading companies paid very little in taxes. 
When income tax was finally imposed in 1 &€88, the rate was 
less than 2.7% and it excluded the Salaries, pensions and 
leave allowances paid in England; profits of shipping 
companies incorporated in England, profits of railways up to 
the amount of the guaranteed interest. It also excluded 
incomes derived from tand and Plantations. The exemption 
limit for military officers was Placed at Rs. 6000 a year. 
Consequently when the century ended, the gross revenue from 
the income tax was only Rs 1.9 crores While the land revenue 
totalled Rs 26.2 crores and the salt tax RS 8.8 crores. This 
explains the complaint of G. V. Joshi in 1 888: “The richer few, 
who profited most by the British administration, British justice 
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and British peace, paid the least, while the poorer millions 
who profited least paid the most.” 


Joshi’s comment calls attention to the very character of 
British rule, its policies, its impact. The raison d’etre of 
British rule was to subserve Indian interests to British 
interests, and it was this thrust that determined its inconsis- 
tent application of the principles of laissez-faire, state action 
and budgeting priorities. 
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V. British Power in India 
Contested 


The Fourth Phase: 1914—1947 


The Changing Status of Britain in the World Economy 


By the mid 19th century, although Britain was the work- 
shop of the world, her industry bore the unmistakable mark of 
certain features which foretold her ultimate decline by the turn 
of the century. In 1840, she possessed only a third of the 
world steam power and even as early as this, USA had 
emerged as her chief rival. By 1880 the relative decline was 
visible even in the once dominant sectors of production. By 
1890, both USA and Germany had outstripped Britain in the 
Production of steel, the crucial commodity for industrialisation. 
It was also in 1890 that USA established her undisputed 
world status in machine tools. In the chemical industry, 
Britain produced only 11% of the world output, while Germany 
ironically supplied the British domestic market with 96% of 
her demand for synthetic dyes. | 


Britain was also facing other problems in the second half 
of the 19th century—the peak period of her growth. She was 
no longer able to meet her own food needs from her own 
agricultural production. Further, her Population proved too 
small to maintain the industrial and commercial apparatus of 
the size that had been developed. Britain's poorly developed 
home market made her completely dependent on the inter- 
national market to keep production moving. Her monopoly of 
induStrialisation in the early 19th century as well as her 
political domination in some areas of the world led her to 
expand her international market to an abnormal! extent. This 
was an option which left the home market underdeveloped—a 
factor which later cost her economic prominence. The 
peculiarity of Britain’s trade was the exchange of the manu- 
factures and services of a developed economy for foreign 
primary products. In major industries, the foreign market 
played a decisive role : cotton, iron and steel. 


Britain’s economy would have benefitted much and would 
have continued to dominate the world if several economies 
functioned in subordination and in integration with hers as 
the central economy. But other industrialising economies 
were each developing their own international! relationships. 


1. E.J Hobsbawm, op. cit., p. 134. 
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These emergent industrial economies were necessarily protec- 
tive against Britain. 1873 marked the beginning of rivalry 
between these developing industrial countries and by 1880 
each economy steadily began to erect tariff barriers. Even at 
the height of Free Trade, the legitimacy of discriminating in 
favour of infant industries was an accepted necessity. 
Further, being politically independent, Britain could do nothing 
about this protectionism, the impact of which could already 
be seen in the early 20th Century when British exports to the 
industrialised countries was either static or declining. | 


_ Britain's economy. crashed between 1912 and 1938. 
Reflect on the drop the following figures illustrate.’ 


1912 1938 
Cotton: 8,000 million yards produced only 3,000 
7,000 S = exported only about 1,500 
Coal: 287 million tons only 11 million tons 


The consequences were mass unemployment. Between 
1921 ~ 38, one out of ten in the working age group in England 
were unemployed. Single industry towns were ruined: politi- ~ 
cal unrest grew, pushing into power the — Labour Party. 
London alone resisted the decline as her investments yielded 
encouraging returns in the early 1920s. But here again there 
was a fall. 

These “shocks” to the British economy produced certain 
reaction responses. A concentration on industry emerged. 
Whereas in 1914 there were 130 railway companies, in 1 921 
there were only 4 giant non-competing monopolies to cite one 
example. The most highly concentrated industries were 
chemicals, engineering and vehicles. In the iron and steel 
industry, 40% of the total workers were concentrated in the 
top three firms.° This concentration was not the result of 
efficiency and progress, but rather a restrictive, defensive and 
protective endeavour; a blind response to the depression: 
aimed at maintaining high profits by eliminating competition. 


It was precisely this lack of stamina to face competition 
in these early decades of the 20th century that account for 
the loss of Britain’s world industrial position. Having been 
the industrial pioneer, she found herself technologically out- 
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done by younger industrial economies, especially by USA, 
Germany. and Japan. It was too expensive to scrap the old 
investments still yielding fair profits. The displacement of old 
and. obsolescent techniques was both expensive and difficult 
as the decision to rationalise the mode of production was 
dependent on agreements between a large number of firms 
and individuals 


Consider the case of the iron and steel industry as also the 
railways and the coal mines—the most important industries 
that slipped their world position. The British iron and steel 
industry was slow to adopt the Gilchrist—Thomas basic 
process as the non-phospheric ores could still be imported 
cheaply. The loss of capital already sunk in plants for acid 
steel was another factor that deterred the shift. _In the case 
of the railways and coal mines, the freight cars proved to be 
too small for efficiency. But as they were owned by the 
collieries and not by the railways, the railway was reluctant 
to make an investment which would benefit the collieries—an 
argument also raised by the collieries in turn! 


Consequently, as these traditional methods of profit-making 
had not yet been exhausted and still provided a Cheaper and 
more convenient alternative to modernization, England sagged 
in her industrial competitiveness. And when challenged by 
competition it was easier to retreat either to the protected 
home market or to the protected colony. In 1919, Argentina 
and India bought more iron and steel than Europe. The USA 
.replaced England as the leading industrial nation. Japan 
fiercely challenged English cotton piece goods in India and on 
the world market. After World War Il, the USA emerged as 
the leading creditor nation although the accumulated foreign 
investment of the UK exceeded that of the USA in 1938. 


Britain’s industrial geography changed with Lancashire and 
Manchester, Wales and Yorkshire being replaced by Greater 
London and the Midlands as areas of high productivity devoted 
to the new industries: electrical goods and automobiles. 


The output of all British manufacturing industries grew 
faster between 1924-35 than between 1914-1924. This latter 
decade was a very bleak era. After World War Il, the British 
economy was very different from what it was before 1914. 
There were few agriculturists and many more government 
employees, fewer miners and more road transport workers; 
fewer industries with more shop assistants and office workers. 
It was a country of two divergent sectors in the economy: the 
one rising, the other falling. Politically, industrially and finan- 
cially Britain was more vulnerable than she had ever been 
as an imperial power. 


a ad 


63 


The World Wars marked a change in Britain’s world econ- 
omic and political status. The wars were essentially a struggle 
either to retain or to obtain the exclusive markets in colonies, 
and the sources of raw materials. Germany and Italy had entered 
later than France and England in the colonial grab and so were 
demanding a re-division of the colonies—and they were seeking 
it by force. Cultural factors were skillfully used tore-inforce the 
power struggle. The myth was cleverly generated and propa- 
gated that the power, prestige and fame enjoyed by a2 people 
were proportionate to the extent of their colonies. Thus, for 
example, the British claimed that “‘the sun never sets on the 
British Empire’’, while the Germans claimed for ‘’a place in the 
sun’’. (Note the vocabulary and the idiom that each age pro- 
duces). A quick formation of alliances soon divided the nations 
of Europe into hostile power blocs. The end of the war changed 
the power configuration in the world of nations. 


World War Il proved more devastating and destructive 
than World War |. While losses involved in World War I totalled 
30 million dead and mutilated and cost about £ 223,000 million 
(aproximate estimates),* the Second World War eliminated three 
fascist imperialist powers: Nazi Germany, Italy and Japan. Thus 
the political scenario developed momentous changes Further, 
new property relations superseeded older forms in varying 
degrees in some countries. The anti-capitalist states that 
emerged sought the establishment of a socialist society. In the 
pursuit of this goal, feudal and capitalist forms of property 
were abolished and thus classes entrenched in those forms of 
property relations. were eliminated. Consequent to these 
changes, was a major factor—the shrinkage of the political 
and economic territory of world capitalism which intensified 
the struggles among the capitalist groups over the shrunken 
world markets and sources of raw materiais. The American: 
imperialist economy which emerged as the most powerful 
Capitalist economy assumed the role of the guardian of world 
capitalism. It aided the resurgence of national capitalist 
economies that had crashed pathetically after the War (Marshall 


Plan). 


The Indian Scene 


Having followed Britain’s changing position within the 
world economy, it remains to identify her policies in seeking 
within India a response to her specific needs in this period. 
How were India’s functions defined within the overall Imperial 
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economy between 1914-47? This unit will deal with the role 
and response demanded of the Indian colony in: 


— the struggle of World War | 


the competition Britain faced from the young industrializing 
economies; 


Britain's effort to sustain and to revive her stamina as an 
industrial nation, while moulding India into an industrial 
nation subservient to Britain in the very nature and scope 
of her industrialization: 


Britain's effort to develop her own home market: 


Britain’s need to develop India’s industrial capacity during 
World war Il; 


— India’s changing investment Capacity; 


— the agricultural sector of the economy. 


a) The War Period 


The financial liabilities of the First World Wear weighed 
heavily on Britain. As India had previously financed her wars, 
she was now expected to make her contribution. These 
finances were raised both by direct taxation and by a “gift 
made by the colonial authorities on behalf of the people of 
India! The ‘gift’ was no less thanasum of £ 145,000,000: 
The weight of the taxes fell heavily on the Ordinary man. 
Taxes were levied on consumer goods as well. Taxes on salt 
around much indignation and protest from the people and even 
proved a clarion call to struggle for freedom Between 1914 
and 1918, the tax revenues increased from f£ 81 ,000,000 to 
123,300,000. Direct military expenditures rose from cE ab 
800,000 to £ 47,800,000, while the cost of civil administra- 
tion increased from £ 17,400,000 to 21,600,000 per annum.® 


The country’s industrial potential was harnessed for the 
needs of war. The British owners of jute factories gained 
much from the military orders. It is recorded that India 
produced hide for two-thirds of the army footwear made in 
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Britain. The cotton and woollen mills also produced army 
clothing. biankets and other woollen wear. Equipment in 
some key industries was also dismantled and taken to 
locations of need. A total of 1,800 miles of railway track; 
13,000 feet of bridge structures; 200 locomotives; and 6000 
units of rolling stock were removed from India during the war. 
Indian post and telegraph equipment was taken to Mesopota- 
mia." From 1915, the control of wheat purchases was 
assumed, During the war period, 3,000,000 tons of wheat 
were shipped to the Entente countries. Exports of oil seeds 
and edible oil amounted to 2,500,000 tons valued at £ 
31, 000,000:3 


Reference can also be made to the efforts to stabilize 
Britain’s financial position with imports of silver into India 
routed through Britain. A steep inflation after World War | 
made it necessary to issue more Silver money especially in 
1916. There followed a large-scale production of silver coins 
by the Government of India. In the two year period of 
1917-19, no less than Rs. 7OO million coins were issued.® 
The silver was purchased through London and it is interesting 
to note that the price of silver doubled in the short four year 
period of 1915-1919. Significantly, the import of silver into 
India was declared a State monopoly and Indian businessmen 
were debarred from the business. Inflation had become the 
principal means of colonial plunder in the post-war period. 


India served an important function inthe third triangle of 
trade established during this stage of her colonial rule. Her 
positive net trade balances served to balance international 
deficit payments... as it did in 1929 when India had a net 
balance of £19 million with USA which went part of the way 
of meeting Britain’s deficit with USA.”° It is interesting to 
study the role of the Indian apex of the triangle in each of 
these triangular relationships. each of which is representative 
of a particular stage of the British economy and of her Imperial 
status. 


b) Tariff Pro tectionism 


In 1916, the general tariff was raised from 5% to 74% ad 
valorem, and the duty on imported sugar to 10% to protect 
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the local industry. The imports of some articles including 
machinery other than that required for cotton spinning and 
weaving, railway materials, and ships, were to be taxed at 
2$%. Some other articles formerly given free access to India 
were now Subject to the general tariff of 74%. Duties on iron 
and steel and on the other materials were also raised: exports 
of tea were subjected to tax, and so was raw and manufactu- 
red jute. Slight increases were made in income tax rates for 
upper income brackets. Duties on exports of raw and manu- 
factured jute were raised the following years. Further, cotton 
piece goods were brought under the general tariff of 74% for 
the first time since 1894. 


The import duties listed aimed at atriple target: revenues 
to meet the rising expenditures of World War |; defence against 
the invasion of India by other advanced countries (economies 
threatening Britain's world dominant position); concessions to 
to the emerging industrial bourgeoisie with whom an alliance 
was now of great importance both to combat foreign competi- 
tion in India and to effectively channel, if not check, the grow- 
ing Indian nationalist movement which was at all costs, to be 
prevented from becoming a mass revolutionary movement 
Cestructive of the capitalist thrust. 


A closer look at the items of imports taxed reveals the 
nature and scope of protection as well as the hold Britain tried to 
retain over Indian industrialisation. World War |. had indi- 
cated the need to establish an industrial base in India to retain. 
it as a colony and to safeguard Britain's position in Asia 
Protectionism, seen as an important tool, was established in 
industries producing iron and steel, sugar, cotton textiles, 
matches and some other goods. Import duties were fixed in 
Such a way as to exceed the price differential between the 
local and the imported product. Rivalry in the Indian markets, 
once a ‘private market preserve” of Imperial Britain, was to 
be firmly checked. There was an influx of manufactures from 
Germany, France and Belgium. The textile market was dom- 
inated by Japanese manufactures; the sugar market by the 
Dutch producers inindonesia; and the match market by Sweden. 
Japan was the main threat to Britain. Note the change in the 
share of Britain, Japan, USA, in India’s cotton textile imports." 


1913S -- 14 1918-19 
Britain 64% 46% 
Japan 2.6% 20% 
USA 2.6% 10% 
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It was deemed necessary to encourage Indian industries, 
not directly competing or competing only insignificantly with 
British industries. Britain’s goal was to encourage Indian 
entrepreneurs at the expense of her rivals whose export-oriented 
industries she sought to thwart to whatever effect she could. 


¢) Discriminate Protection to Indian Industry 


While the Indian entrepreneur was encouraged against the 
imperial rivals, the encouragement was not ‘indiscriminate’. 
There was no general policy of industrialization. Protection 
was so devised as to restrict the development of related indu- 
Stries. The cotton textile Was protected, but not the connected 
industries which would have had enough demand as a con- 
sequence of the level of expansion of the textile industry. 
These related industries included textile machinery, dyes, 
bleaching materials, starch, etc. In fact, the protected and 
expanded production left the textile industry more dependent 
on the world market for its requirements. 


Systematic measures, facilitating the patterning of Indian 
industries to its required nature and extent as designated by 
imperial interests, can also be listed. Machinery was 
available to only a selected circle of industries: those with a 
potential for export, and those counteracting Britain's rivals 
on the Indian market. Textile machinery ranked high as an 
import, forming between one-third and one half of the total 
imports of industrial machinery between 1919 - 20 and 
1923 - 24. Cotton and jute machinery received high 
preference.” 


Import of machinery into India (Rs. in 1000) 


Figures represent adjusted import of machinery: 1900 - 1940 


Year Cotton Textiles Jute Sugar Pa per 
1905-6 107,21 TLs.22 

1909-10 113,02 72220 

1912-43 88,21 86,36 

1918-19 161,62 56,61 

1920-21 286,45 260,58 1,755 Tt 705 
1922*:23 659,49 si gO Beas 2,182 

1929" S30 155,41 143,74 1,835 1,158 
1938- 39 165,17 9,564 4,939 
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Here again, the expanding cotton industry in India served 
another function with reference to the changing economic 
Scene in Britain. Reference has already been made to the fact 
that Britain was outshadowed technologically by younger 
industrial nations. There was reticence, predominantly caused 
by financial incapacity, to update her machinery in the various 
industrial sectors. A few new growth industries emerged and 
for the development of these, India was used as a market. 
Note the figures given below, the drop in the export of cotton 
goods and the corresponding expansion in the export of 
machinery, the breakdown of which has been considered 
above.’® 


Overseas Trade: Value at Current Prices of Principal 
Domestic Exports of United Kingdom 1826-1928 (in £ 000,000) 
ae eee es ey eee 


Electronical Cotton Woollens Iron Machinery Chemi- 


Goods Goods and Cals 
Steel | 

See 
1826 ~ 14.1 5.0 ~ = = 
1840 = 24.7 5.8 2.9 0.6 = 
1855 = 34.8 Says 10.7 PPP 2 rm 
1870 - 71-4 26.7 23:5 bos 5:1 
1885 = o7.0 2372 21.4 Ni ee nS fa | 
1900 S23 69.8 20.2 31.6 196 ache 
1914 3-0 LO 3s33 266 42.5 33 19.5 
1925 11.6 199.4 57.1 68.2 5253 23.6 
1930 1426 87.6 35.5 a BES 52.0 23.4 
1938 13.4 49.7 23.6 42.9 60.7 22.1 
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Restrictions on the development of textile machinery in 
It checked a movement 


India thus served a twin purpose. 


towards an independent growth of the cotton industry which 
was already well established at the end of World War |. In 
making for a forced dependence on British capital goods, it 
gave an impetus to British industry seeking a revival, What- 
ever crude machinery and tools had been produced in India 
during World War | were dismantled after the war both for the 
lack of demand and government support. The impact of this 
dependence on external machinery is seen in the drastic cuts 
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during the war years. Imports were so limited that the well 
established factories were not even able to replace worn out 
machinery. The average annual import of equipment for the 
cotton industry during the World War Il amounted to Rs. 19.5 
million. Even if all this machinery was used to replace the 


old machinery, it would not have met 20—25% of the 
demand !"* 


The distribution of industry was such that it had its own 
peculiar implications. Industrial policy had also defined the 
Indian industrial geography by concentrating investment in 
Bombay andin Hooghly—both export-oriented and port-located. 
The consequences of such a distribution which continued until 
the second decade of the 20th century are thrown into relief 
when the increasing pressure on land and unemployment in 
the rural sector are recalled. Restricted and imbalanced 


industrialization did not provide adequate employment to 
offset poverty. 


However, tariff protection, through its own dynamic 
Promoted the expansion and diffusion of industry in India, 
especially with Britain concentrating on the development of 
her own home market. Sodid the depression in the cotton 
industry in Bombay in 1923 and in the jute industry in 1928. 


But it was largely the cotton textiles that contributed most to 
the diffusion of industry. 


It is significant that in this diffusion of industry, one of 
the major areas not penetrated was the Punjab, Sind and 


N. West Frontier Province—the major source of long staple 


cotton in India. Similarly, East Bengal, with its resources of 
raw jute lacked industrial development. This uneven develop- 
ment had its consequences. It was just these two major 
sources of raw materials for the two major industries of 
undivided India that provided a powerful argument for partition. 
The principle of divide and rule operated subtly through an 
economic policy which led to a specific pattern of industrial 
configuration both in the geographical allocation of industries 


and in the emergence and interaction of entrepreneuria 
groups. 


Another limiting and moulding factor of Indian industriali- 
zation through the tariff policies was the lack of protection 
for consumer industries. The main consumer industries only 
enjoyed tariff protection from 1929 - 30 onwerds. 


14, G,. K, Shirokov, “‘Industrialization of India’, 1973, p. 31, 
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Political power was also used to negate the emergence 
Of undesired production. India’s first locomotive plant, built 
in 1924, was forced to close. The colonial authorities 
refused to purchase its output. They redeemed the plant 
from the owner, and had it dismantled. In the late 
1930s, the authorities refused to allow a group of entrepre- 
neurs from Bombay to set up an automobile plant in collabora- 
tion with the American Chrysler Company. If it had, it would 
have jeopardised the growth of its own automobile industry. 


This limited industrialisation nurtured within the frame- 
work of tariff protection was a bargain also that Indian business 
struck for the safeguard of its own interests. Aspirations for a 
framework of socialist planning were astutely assessed. 
Neither the Government of India nor the Indian capitalists, 
who had tasted profits in the China trade in yarn and the 
Scarcity conditions in World War! would have risked stirring 
up the whole social order. Tariff protection was a worthwhile 
Short range goal for both parties. There was some opposition 
to it from the landlords as it did somewhat contribute to a 
re-distribution of income in favour of the industrialists and of 
the relatively urbanised centres. But even the opposition of 
this group was tempered by the fact that they had investments 
in industry. With the crash in the agricultural sector during 
the depression, idle money no longer earning returns through 
money-lending, found its way into industrial investments. 
Besides, the protection of an industry depending on agricultural 
produce benefitted them tremendously as the fall in the export 
of raw materials during the depression was offset by their 
re-channelling to the internal market. 


d) Significant Reversals in Trade 


The third -decade of the 20th century was marked bya 
decisive re-configuration in the relationship between Britain 
and India. 


The character of trade changed significantly with a drop 
in Britain’s exports to India, especially in cotton goods, and 
increase in Indian.exports to Britain. A bilateral equilibrium in 
trade had by then been struck with an improved Indian 
self-sufficiency in Consumer industries between 1929 and 
1937 as the following figures show.” 


15, Sastri, ‘A Stat'stical Study of India’s Industrial Development”’, 
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Change in the Composition of Indian Overseas Trade 
(Figures): Rs. in Crores) 


1909-14 1919-24 1929-34 1936-37 


Imports Group 17 : 
Cotton manufactures 48.4 61.8 26.0 15.0 
Total (a) 48.0 110.5 59.3 Soc 


Group 17 (Capital Goods) 


Machinery 5.6 21.6 13.4 14.1 
Instruments 1.4 3-9 4.4 5.2 
Chemicals 0.9 2.0 2.7 2.7 
Total (b) 25.6 57.8 34.9 22.5 


(a) includes woollens, kerosene, silk, sugar, provisions, paper 
and paste, liquors, drugs, medicines, glass, gram. 


(b) includes iron and steel, hardware, building material, wood 
and timber, belting for machinery. 


The change in the composition of Indian overseas trade with 
Britain should also be seen in the context of Britain’s focus on 
her internal market for strategic reasons. The fact that 
Britain had not developed its internal market had made her 
economically vulnerable—a weakness from which her rivals 
did not suffer. The USA, France and Germany, were not even 
dependent on an external food supply. Britain's incredible 
industrial development—both in extent and in pace—was 
entirely supported by her politically carved private market in 
India, held at will. With declining economic and political 
world status, it was difficult to retain the firm hold on the 
external markets, especially in India, and this rebounded on the 
production level. Britain then concentrated on the home 
market. During the depression most countries also turned 
inwards and to self-protection which gave India fuller scope to 
tap her own local market. 


e) Imbalanced Industrialization in India 


Yet discrimination towards Indian industrialization was 
consistently halting and warping it into an imbalanced 
industrialization. Reference has already been made to the 
consistent curtailment of the build up of capital goods locally 
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as well as through import. Reference has also been made ti 
the war conditions that led to a maximum utilization o 
existing plant facilities for production. Indian industries ther 
faced a serious crisis of wear and tear asa very scanty trickl 
of replacement machinery came through. During the war, the 
Systematic exclusion of the local entrepreneur from wa 
Production in key sectors made for much discontent anc 
critical perception. The following observation is found in the 
Eastern Economist in August 1945. 


“We could make everything and yet nothing. We 
were just suppliers of anything and everything, menders 
and repairers of all things on earth, but the makers of 
none. Wehadnosystem,no plan. Rather, there was a 
plan,—clear cut and thorough—to prevent the industriali- 
zation of this country in the post-war period.’'!® 


Several ordnance factories were established in India anda 
a range of factories to meet the war demand. Between 
1940 - 45, the colonial administration increased its enter- 
prises from 191 to 703."" Yet Indian entrepreneurs were kept 
out of this realm of production. When the ordnance factories 
were unable to cope with the demand, orders were given to 
private industry run by foreigners. The Roger Mission and the 
Eastern Group Supply Conference allocated Products requiring 
heavy industries or higher technical skill to USA and the 
Dominions of Canada and Australia. 


Reflecting on the nature of the industrialization process in 
both Britain and India, an observation comes to the fore. In 
Britain there developed a vulnerable industrialization—vulner- 
able On account of its dependence on external markets. In 
India, also, there developed a vulnerable and imbalanced 
industrialization with its dependedce on an external source of 
Capital goods, 


(f) Significant Changes in Investment 


An important milestone in the forward march of Indian 
industry is the fact that by 1935, India had repaid a substantial 
amount of the capital earlier raised in London and thus also 
struck an autonomy from London finance for long-term capital. 
The opportunities offered in terms of expanded markets were 
well availed of by the Indian capitalists. During both wars the 
tremendous expansion in production, by overworking existing 


16. Eastern Economist, August 31, 1945, 


17. G.K,. Shirokov, op. cit., p. 26. 


a ee ee ee ee ee ee ee ee ee ee Pe 
‘ 5 . ’ : fhe * hs 


73 


facilities with an additional supply of labour, produced gross 
profits, accentuated by the inflation. Therate of profit was 
found to have been much higher in India than elsewhere—a 
situation well exploited by the Indian bourgeoisie (a subservient 
bourgeoisie) at the expense of the working class. The 
eccumulated gains gave Indian capital (also a subservient 
capital) a new power which gradually sought to buy over 
British enterprises. British newspapers expressed their 
concern: 


‘Indians recently grown rich and powerful due to 
inflationary conditions and profits from war contracts are 
attempting to buy out our British interests.’’'® 


“Hampered by the non-availability of machinery 
imports during the war, unable to invest in any large 
measure in new industries, this huge mass of newly 
accumulated capital in Indian hands gravitated inevitably 
to industries already well-established in the country under 
foreign ownership. Complete or partial buying out of 
British concerns by Indian interests became a significant 
phenomenon during the war and immediately after and, to 
the British interests concerned, was not unwelcome in 
view of the uncertain political future in India and Asia 

« generally.’’”® 


An important phenomenon in this last stage was the 
steady conflict and contradiction developing between the 
Indian and the British bourgeoisie. It was a long-term conflict 
in terms of basic interests. The British policies of selective 
protectionism brought home to the Indian industrial bourgeoisie 
the absolute need for an independent nation state. But the 
long-term conflict with the imperialists was influenced by 
Short-term vital needs. The Indian bourgeoisie could not 
afford to alienate too harshly the British Indian Government 
on which it depended for much of its advantages. Aware of 
this, the British Government saw the need to pacify an ally 
while holding it trim. It is in this context that the following 
measures should be reviewed. In 1915, the Industries Depart- 
ment was opened. In 1916, the Industrial Commission was 
appointed. In 1922, the policy of tariff protection was 
announced. Tariff on textile imports was raised to 25% in 


1930 and to 75% in 1933. In 1932, the formation of the 


Reserve Bank was taken in hand. In 1932 - 33, the Scindia 
Steam Navigation Company was enabled to expand its 
business. During the war strikes were banned. Some war 


18. “Daily Express’’, 1949, 


19, Supplement to ‘Capital’, 22nd December, 1949. 
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contracts were shared with the Indian capitalists. There was 
also much talk of central planning. 


The changing economic and political status of the Imperial 
country and the colony was reflected in yet another area —the 
fusion of Indian and foreign capital in joint ventures. Indian 
Capital was weak and open to these alliances. This marked 
the beginning of a new economic pattern: the penetration of 
Indian industry by large foreign firms. Even before Indian 
capital had gained control of the economy, they witnessed the 
seedling growth of international cartels and the emergence of 
‘dependent capitalism'’’, When Indian interests tried to adopt 
protectionist policies, these cartels found it profitable to open 
branches and subsidiaries in the country and thus exploit the 
Market sheltered by tariff barriers. The Imperial Chemical 
Industries set up a manufacturing plantin India at the end of the 
1930s and so did General Motors establish an assembly plant. 
Indian firms entering new fields of industry sought the colla- 
boration of foreign firms for the benefit of their technology. 


This phase of ‘dependent capitalism” dates to the last decade 
of British India. 


g) Agriculture 


The trend towards big landlordism continued in this last 
Stage of British rule. This class of big landlords helped in the 
suppression of the peasantry in re-pledging its support to the 
British rulers. 


‘Your Excellency can rely on the ungrudging support 
and sincere assistance of the landlords”...... (taken from 
the Address of the President of the Bengal Landowners’ 
Association to the Viceroy in 1925,.”°) 


Their numbers were increased by the economic laws 
already operating in the latter half of the 19th century. 
Between 1921 and 1931 the non-cultivating landords rose 
from 3.7 million to 4.1 million.?! Polarization in the rural 
sector grew sharply. The pressure on agriculture continued 
with the ongoing collapse of the small traditional industry. 
While the population during the two decades 1911-1931 
rose by 12%, the number of those employed in industry 
decreased by 12%."" The percentage of the industrial workers 


20. R. P. Dutt, op. cit., p. 233, 
21. Census 1921 and 1931. 


22. R. P. Dutt, op. cit., 1970, p. 205, 
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to the total population decreased by 1/5th. The consequent 
land shortage was reflected in the size of holdings occupied 
by half of the peasant holders, which by 1912 it was observed, 
was not even economical enough to employ a pair of 
bullocks.”® 


Government irrigational facilities, limited as they were 
(covering 25 million acres in 1939 - 40), were well beyond the 
reach of the small cultivator. The investments in irrigation, a 
mere fraction of those in railways, yielded a net profit of 
7-8%in1918- 21." Irrigation was never intended as an 
aid to the broader sections of the rural sector. In fact, it 
weakened their competitiveness in agriculture. It virtually 
became the monopoly of the big landlords who thereby increa- 
sed their untaxed agricultural income through a shift to cash 
crops. Irrigation thus functioned as a push factor to food and 
non-food export crops. The push worked successfully until 
the Great Depression. Between the average for the five years 
(1910-11 to 1914-15) and 1934-35, the area under food crops 
increased by 12.4%; the area under non-food crops increased 
by 54°." 


Alongside a falling productivity in the average yield per 
acre and a fall in the crop value—a fall of 55% in 1933/34,7° 
the peasant was forced to pay a land revenue that sank him 
into debt. The land revenue, which was Rs. 331 million in 
1928/29 was actually maintained at Rs. 330 million in 
1930/31. It fell by 9% in 1933/34 through the sheer inability 
of the peasant to pay; there was much surrender of land.”’ So 
great was the impact of the Depression that between 1934-35 
there was an absolute drop inthe area cultivated by over 5 
million acres! *° Agricultural indebtedness increased at a 
geometrical rate from 1888 onweards as shown by several 
researches. Maclagan estimates it at 300 crores for British 
India in 1911. M. L. Darling at 600 crores in 1925; the 
Central Banking Inquiry Committee at 1,800 crores in 1937.” 
Ahmed makes a significant comment: “the position today is 


23. ibid., p. 243. 

24, ibid, p.. 271. 

25. ibid., p. 205. 

26. R. Mukerjee, ‘Food Planning for Four Hundred Millions’, p. 16. 
27. R. P, Dutt, op. cit., pp, 260-1. 

28. ibid., p. 261. 


29, P.A, Wadia and K, T, Merchant, ‘Our Economic Problem’, 1943, p. 185. 
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that over 80% of the peasants with their present holdings can 
never pay up their debts’’.°° 


The causes of this growing crisis and quickening polariza- 
tion do not lie in the ‘natural conditions’ but rather in the 
social relations established. It is absurd to focus on the 
peasant’s backwardness and reluctancy to adopt improved 
techniques if he is depleted of all resources, 


To check the agrarian crisis was not beyond the capacity 
of the Imperial rulers, yet it was impossible...given the nature 
of imperialist interests and policy. Consider the terms of 
reference of the Royal Commission on Agriculture in India in 
1927. It was forbidden to touch the land system! *' If the 
land revenue demand, in its Proportion to total produce dimi- 
nished, it was because the extreme violence of the earlier 
exactions could not be maintained. Also other forms of 
exploitation had acquired a more important role—landlordism 
and enhanced rents, commercial penetration, additional 
taxation on articles of consumption and rising indebtedness. 
The simplest direct tribute of the earlier period, based essen- 
tially on land revenue, gave place to a network of the exploita- 
tive forms of industrial and financial! capital which has already 
been reviewed. 


Dien cata nal err ie 


30. Z. A. Ahmed, “The Agrarian Problem in India”, 1936, p. 27, 


31. R.P. Dutt, op. cit., p. 37, 
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Conclusion 


The last few chapters have covered a period of almost 
three and a half centuries during which a phased and system- 
atic change of Indian society and economy was effected. This 
phased and systematic change can be viewed from two angles. 
An assessment could be made of the benefits enjoyed by the 
col/onizer and this would necessarily focus onthe surplus genera- 
ted and appropriated. The previous chapters have been worked 
out along such atheme. The periodization adopted indicates 
the changing quantum and the nature of the surplus as well as 
the particular mode of its extraction. Viewed thus, the 
economic loss to India was seen to be staggering and so were 
the social costs. Much bullion was drained outofthe country. 


The production pattern and harmony was disrupted and distor- 


ted. The human development of a people was thwarted by its 
being artificially geared to synchronize with a larger whole of 
which it was a subordinate producing unit 


But this has not been so simple and clear cut a process 
forging a dividing line between the alien benefitted colonizer 
and the indigeneous exploited colonized. The various degrees 
of the subordination of the economy have been indicated in the 
previous chapters, as well as the alliances between the British 
colonizer and the indigeneous ‘buffer’ classes in the appro- 
priation of the surplus, The local indian producer was exploited 
by both the British as well as the upper Indian classes: the local 
bourgeoisie and the landed gentry. The gross profits of the 
indian bourgeoisie especially during World War periods should 
not be overlooked. According to a spokesman of the Bombay 
Millowners’ Association, the mean annual dividend in the cotton 
industry in 1905 - 15 amounted to 10.5% ona capital of 
Rs. 65,000,000. In 1915 - 22, it totalled to 53% on 
Rs. 125,000,000 (a five fold growth)! ' 


There is another angle from which the phased and system- 
atic change effected in Indian society and economy can be asse- 
ssed. This would be from the point of view of the nature of the 
changes within the colonized society. But for such an assess- 
ment it would be essential to know the nature of Indian society 
as it existed before the advent of the colonizer. Chapter One 
attempts such a sketch and the succeeding chapters focus on 
the changes at the level of production relations, social strati- 
fication, and changes in culture. It has been clear that Indian 
society while being integrated into the world capitalist frame- 


1. A, I, Levkosky, op, cit., p. 104, 
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work during the colonial period is not developed into a society 
comparable to Western European capitalist societies. Neither 
is it the feudal society it was in the past. Colonialism has 


fashioned a rather peculiar structure with some distinctive 
characteristics, 


— while integrating colonized countries into theworldcapitalist 
framework, it has fashioned them into an underdeveloped 
periphery which is dependent on a developed centre. 


— within the colonized countries this underdeveloped 
capitalism has not been able to eradicate feudal relations 
completely. In fact, colonial political action has even 
consolidated some feudal structures. 


— some of the institutions created during the colonial period, 
which were seen as progressive when compared to the 
feudal situation, function as instruments of dependent 
capitalism and consequently prove regressive, 


The emergent form goes by the name of an ‘underdeveloped 
capitalism’ seen in its dialectical relationship with developed 
capitalism or a ‘dependent capitalism’ linked to the developed 
capitalism of the metropolitan countries. Marx and others 
with him, have described the role of the British in India as ‘a 
double mission: one destructive, the other regenerating.’ 


“England has to fulfill a double mission in India: one 
destructive, the other regenerating—the annihilation of old 


Asiatic society, and the layering of the material! foundation 
of Western society in Asia.'”” 


The great damage done to the colony was seen to be 
balanced off by the material conditions created for a new 
advance—an advance possible only after the liberation of the 
Indian people as it was plainly recognized that Imperialism 
could bring no benefit to the colonized nation. 


This ‘positive’ appreciation of colonial rule has been 
contested today on the very grounds of ‘its forward and 
backward linkages’ to use the popular Marxian expression. 
The two contributions of British rule most frequently indicated 
as factors creating the material conditions for advance are the 
construc- tion of railways and the industrialization process 
launched, But arguments are raised against these very 
contributions to focus the “distorted progress’’—a distorted 
industrialization. 


2, Karl Marx, “The Future Results of the British Rule in India’’, New York Daily 
Tribune, No. 3840, August 8, 1853, 
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The impact of the railways on the Indian economy has 
been sufficiently projected in Chapter Four to clarify the role 
of the railways in the subjugation of the Indian economy as 
an adjunct to the Imperial economy. It was with the railways 
that the process of colonization really took shape. A glance 
at the railway map of the early 20th century plainly shows 
the external orientation of the transport system in the very 
plan and lay-out of the railways—the integration of India into 
overseas market. That the construction of railways did not 
promote the development of the internal market was clearly 
recognized by the early nationalists. It was G. S. lyer who 
drew attention tothe fact that the total quantity of goods 
carried by rail and river from one province to another ranged 
from 130,451,000 to 167,065,640 maunds per year between 
1891-92 and 1896-97. In contrast, the weight of merchandise 
carried to the ports during the same period varied from 165, 
105,000 - 185,199,000 maunds.* Mention has already been 
made of Joshi’s comment on the goods rate charged which 
further supported external orientation. 


The Indian nationalists were very perceptive in their grasp 
of the growing connections between railway development in a 
backward country, the growing power of finance in an 
advanced metropolitan country, and the consequent political 
implications. The impact of the construction of railways is not 
the same in the satellite as itis in the metropolis. In the 
metropolis, it promoted the establishment of basic industries 
such as steel and the development of trade. In India, it did 
not have the same impact because the establishment of the 
basic industries was politically negated The construction of 
railways should be, therefore, evaluated in the context of the 
contribution made to development in the peculiar political and 
economic conditions in which the country is placed. It was 
on these grounds that it was argued, even by the nationalists 
of that day, that industrialization should have taken priority 
over railways. Railways did not promote industrialization 
within the country. Rather industrialization depended on 
industrial production—not on increased facilities for internal 
exchange, even if these were provided. It is the capacity of 
the national economy and industry to utilize the railway that 
Should decide its priority. 


It was much the same Case, with the nature of industriali- 
Zation launched in India. With the production of capita! goods 
constantly checked, there developed a lopsided industrialization 
concentrated on the semi-finished goods, raw materials and 
consumer industries. The investment pattern has also been 
sufficiently discussed to show how effective a tool it proved 
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3. G,S, lyer, ‘Indian Politics’, p. 188. 
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in the shaping of the nature of industrialization India was 
have as a colony. The result, it is emphasized, is 1 
“‘progress”’ but a subservient economy fashioned to serve 1 
interests of the metropolitan. 


But the challenges afforded to the tyranny of the feu 


System cannot be ignored. The capitalist thrust of 1 
colonizer did erode some significant features of the feu 
society. The pressures on the traditional occupatior 


Structure created occupational mobility and a social stat 
based on economic leverage rather than birth Status alot 
The railways were a modernizing element even in the role 
Ssubjugating the Indian economy. A significant change in t 
legal system was the definition of the rights, privileges a 
obligations of the individual according to the concept 
contract and obedience to the law rather than custom 
tradition. 


The forwad thrust of colonialism, therefore, while bei 
progressive at a certain stage of history functions to t 


contrary at the stage of dependent, underdeveloped capitalis 
in which we are now. 


Finally, would it not be more cautious to evade su 
categories as ‘positive’ and ‘negative’ in assessing the impé 
of colonialism, especially when these terms are Ssynonomo 
with ‘good’ and ‘bad’ on the popular level ? Could not su 
assessments lead to a moralistic appreciation of what is a 
what is not ? Are feudal elements in certain sectors of t 
economy and society to be considered negative while t 
capitalistic elements are to be accepted as positive ? Cot 
this not cause confusion unless the changes are seen rather 
terms Of historical advances in an ongoing historical process 
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